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REGULATION OF BANK MERGERS 


TUESDAY, FEBRUARY 16, 1960 


House or REPRESENTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
SuscomMirTtexE No. 2, 
Washington, D.C. 

The subcommittee met at 10 a.m., in room 1301, New House Office 
Building, the Honorable Paul Brown (chairman of the subcommittee) 
presiding. 

Present: Mr. Brown, Mr. Multer, Mr. Barrett, Mr. Vanik, Mr. 
Barr, Mr. Moorhead, Mrs. Griffiths, Mr. Hiestand, and Mr. Fino. 

Mr. Brown. The committee will come to order. 

Today we are beginning hearings on S. 1062, an act to amend the 
Federal Deposit Insurance Act to provide safeguards against mergers 
and consolidations of banks which might lessen competition unduly 
or tend unduly to create a monopoly in the field of banking. 

(The bill above referred to is as follows:) 


[S. 1062, 86th Cong., 1st sess.] 


AN ACT To amend the Federal Deposit Insurance Act to provide safeguards against mer- 
gers and consolidations of banks which might lessen competition unduly or tend unduly 
to create a monopoly in the field of banking 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That subsection (c) of section 18 of the Fed- 
eral Deposit Insurance Act is amended by striking out the third sentence thereof 
and substituting in lieu thereof the following: ‘‘No insured bank shall merge or 
consolidate with any other insured bank or, either directly or indirectly, acquire 
the assets of, or assume liability to pay any deposits made in any other insured 
bank without the prior written consent (i) of the Comptroller of the Currency 
if the acquiring, assuming, or resulting bank is to be a national bank or a dis- 
trict bank, or (ii) of the Board of Governors of the Federal Reserve System 
if the acquiring, assuming, or resulting bank is to be a State member bank (ex- 
cept a district bank), or (iii) of the Corporation if the acquiring, assuming, or 
resulting bank is to be a nonmember insured bank (except a district bank). 
In granting or withholding consent under this subsection, the Comptroller, 
the Board, or the Corporation, as the case may be, shall consider the factors 
enumerated in section 6 of this Act. In the case of a merger, consolidation, 
acquisition of assets or assumption of liabilities, the appropriate agency shall 
also take into consideration whether the effect thereof may be to lessen com- 
petition unduly or to tend unduly to create a monopoly, and, in the interests 
of uniform standards, it shall not take action as to any such transaction without 
first seeking the views of each of the other two banking agencies referred to 
herein with respect to such question, In the case of a merger, consolidation, 
acquisition of assets, or assumption of liabilities, the appropriate agency shall re- 
quest a report from the Attorney General on the competitive factors involved 
in the merger. The Attorney General shall furnish such report to such agency 
within thirty calendar days of the request: Provided, however, That in case 
the agency finds an emergency exists the agency may advise the Attorney Gen- 
eral thereof and may thereupon shorten the period for the Attorney General 
to report to ten calendar days: Provided further, That where the agency finds 
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that an emergency makes necessary immediate action in order to prevent the 
probable failure of one of the merging banks, the appropriate agency may act 
without obtaining such report from the Attorney General: And provided further, 
That the Comptroller, the Board, and the Corporation shall each submit to the 
Congress a semi-annual report with respect to each merger, consolidation, ac- 
quisition of assets, or assumption of liabilities approved by the Comptroller, 
the Board, or the Corporation, as the case may be, which shall include the fol 
lowing information: the name of the receiving bank; the name of the absorbed 
bank; the total resources of the receiving bank; the total resources of the ab- 
sorbed bank; whether a report has been submitted by the Attorney General 
hereunder; and if approval has been given, a summary of the substance of the 
report made by the Attorney General, and a statement by the Comptroller, the 
Board, or the Corporation, as the case may be, in justification of its findings.” 

Passed the Senate May 14, 1959. 

Attest : 

FELTON M. JOHNSTON, Secretary. 

Mr. Brown. I believe everyone recognizes the importance of enact- 
ing legislation on this subject and there is substantial agreement that 
S. 1062 as passed by the Senate will help meet the problem. But many 
people feel the bill should be strengthened. The Senate passed bill 
places the responsibility of regulating bank mergers in the hands of 
the bank supervisory agencies with a requirement that they request 
a report on the competitive factors involved in each merger from the 
Attorney General. I am sure that the subcommittee will receive testi- 
mony from some authoritative witnesses who will urge that the Attor- 
ney General be given a stronger role to play in regulating mergers. 

Most people agree some bank mergers are desirable. hope that 
these hearings will help us bring out a bill that will be strong enough 
to stop mergers that threaten competition and at the same time we 
must leave some room for mergers that are desirable. 

At this time, provided there is no objection, I would like to insert 
in the record an article on bank mergers which may be found in the 
January 29, 1960, issue of the American Banker. The heading of the 
article reads, “Fifty-Four in Top Three Hundred Banks Mer ge or 
Absorb Seventy-T wo Others in 1959.” The article includes a com- 
plete list of these mergers. 

(The document referred to is as follows :) 


[From the American Banker, Jan. 29, 1960] 


Firty-Four In Top THREE HUNDRED MERGE OR ABSORB SEVENTY-T Wo OTHERS IN 
1959 


The 300 largest commercial banks in the United States figured in 72 mergers 
or absorptions during 1959, 4 less than in 1958, when there were 76 such reported. 
In 1958 there were 64 mergers and 12 banks absorbed. 

The mergers added resources to 54 of the top banks in the Nation, compared 
with 57 in 1958. 

Twenty-five banks in the top 100 reported mergers during 1959; there were 
16 in the second 100, and 13 in the third 100. 

In addition, six banks reported changes of name, and several others changed 
titles as a result of mergers. 

The following is a list of mergers, absorptions, and changes of name in 1959 
for the top 300 commercial banks: 


THIRTY-FOUR MERGERS IN FIRST ONE HUNDRED 


No. 2: Chase Manhattan Bank, New York, merged Clinton Trust Co., New 
York, Feb. 2, 1959; West Indies Bank & Trust Co., Charlotte Amalie, Virgin Is- 
lands, purchased Sept. 16, 1959. 

No. 4: Chemical Bank New York Trust Co., New York, merged New York 
Trust Co., Sept. 9, 1959. 
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No. 5: Morgan Guaranty Trust Co., New York, merger of J. P. Morgan & Co., 
Inc., April 27, 1959. 

No. 6: Security First National Bank, Los Angeles, merged First National 
Bank, McFarland, Jan. 30, 1959; First National Bank, Orange Cove, Aug. 14, 
1959; Tulare County National Bank, Visalia, Jan. 30, 1959. 

No. 15: Crocker-Anglo National Bank, San Francisco, merged County Na- 
tional Bank & Trust Co., Santa Barbara, May 29, 1959; Bank of Carmel First 
National Bank, of Monterrey, and First National Bank of Pacific Grove, Septem- 
ber 25, 1959. 

No. 21: First Western Bank & Trust Co., San Francisco, acquired First Na- 
tional Bank, Tustin, October 30, 1959. 

No. 23: Seattle-First National Bank, Washington, purchased Kennewick First 
National Bank, May 29, 1959. 

No. 26: First National Bank of Oregon, Portland, merged Baker State Bank, 
March 14, 1959. 

No. 27: Pittsburgh National Bank & Trust Co., Pittsburgh; First Jeanette 
Bank & Trust Co., merged June 30, 1959; Fidelity Trust Co., merged with Peo- 
ples First National Bank & Trust Co., under title of Pittsburgh National Bank, 
September 11, 1959. 

No. 28: United States National Bank, Portland; First National Bank of Baker, 
merged March 14, 1959. 

No. 30: Manufacturers National Bank of Detroit, Michigan: Romulus State 
Bank, merged December 31, 1959. 

No. 46: Central National Bank, Cleveland, merged North American Bank Co., 
Cleveland, February 28, 1959. 

No. 49: Citizens National Trust & Savings Bank of Los Angeles, changed 
title to Citizens National Bank, February 2, 1959; merged First National Bank, 
Vernon, and Bank of Whittier, November 30, 1959. 

No. 50: National Bank of Commerce, Seattle, acquired Ritzville State Bank, 
April 17, 1959. 

No. 58: Michigan National Bank, Lansing, absorbed Eaton County Bank and 
First National Bank, Charlotte, November 28, 1959. 

No. 55: American: Fletcher National Bank & Trust Co., Indianapolis, merged 
Fidelity Bank & Trust Co., Indianapolis, July 31, 1959. 

No. 63: Manufacturers & Traders Trust Co., Buffalo, merged Bank of Ellicot- 
ville, July 1, 1959. 

No. 72: Hartford National Bank & Trust Co., Hartford, purchased First Na- 
tional Bank of Manchester, May 23, 1959. 

No. 73: Meadow Brook National Bank of Nassau County, West Hempstead, 
merged Central Bank & Trust Co., West Hempstead, November 10, 1959. 

No. 74: Connecticut Bank & Trust Co., Hartford, merged Thompsonville Trust 
Co., August 3, 1959. 

No. 83: State Bank of Albany, New York, merged National City Bank of Troy, 
September 25, 1959. 

No. 85: American Security & Trust Co., Washington, D.C., absorbed City Bank 
of Washington, May 29, 1959. 

No. 93: First National Bank of Baltimore, merged National Central Bank of 
Baltimore, July 17, 1959. 

No. 97: National Commercial Bank & Trust Co. of Albany, merged Farmers 
National Bank, March 6, 1959. 

No, 99: First Security Bank, Salt Lake City, purchased Fillmore State Bank, 
April 30, 1959. 

TWENTY-ONE MERGERS IN SECOND HUNDRED 


No. 103: Fidelity Baltimore National Bank & Trust Co., Maryland, merged 
Pikesville Peoples Bank, May 29, 1959. 

No. 106: Wilmington Trust Co., Delaware, merged First National Bank & 
Trust Co., Milford, January 30, 1959; Seaford Trust Co., March 2, 1959, and 
Georgetown Trust Co., April 10, 1959. 

No. 118: American Commercial Bank, Charlotte, N.C., merged First National 
Bank, Raleigh, October 30, 1959. 

No. 120: First & Merchants National Bank, Richmond, Va., merged Savings 
Bank & Trust Co., Richmond, January 31, 1959. 

No. 131: First National Bank and Trust Co. of Paterson, N.J., changed title 
to First National Bank of Passaic County, Paterson, March 2, 1959. 

No. 1387; State-Planters Bank of Commerce & Trusts, Richmond, Va., merged 
Citizens National Bank, Petersburg, March 5, 1959. 
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No. 143; First National Bank, Jersey City, N.J., consolidated West Hudson 
National Bank, Harrison, April 3, 1959. 

No. 159: First Trust & Deposit Co., Syracuse, N.Y., merged De Ruyter State 
Bank, January 30, 1959. 

No. 161: National Bank of Washington, Tacoma, merged Security State Bank, 
Everett, September 18, 1959. 

No. 163: Hamilton National Bank, Chattanooga, Tenn., merged Ridgedale 
Bank & Trust Co., Chattanooga, April 27, 1959. 

No. 165: Western Pennsylvania National Bank, McKeesport, consolidated 
Hill Top Bank, Pittsburgh, November 14, 1959. 

No. 166: Fairfield County Trust Co., Stamford, Conn., merged First National 
Bank & Trust Co., Ridgefield, May 8, 1959; Bethel National Bank, January 2, 
1959, and Danbury National Bank, August 7, 1959. 

No. 180: Security National Bank, Greensboro, N.C., merged Depositors Na- 
tional Bank, Durham, September 2, 1959. 

No. 185: Provident Savings Bank & Trust Co., Cincinnati, Ohio, changed title 
to the Provident Bank, Cincinnati, March 31, 1959. 

No. 192: First Union National Bank of North Carolina, Charlotte, merged 
Durham Industrial Bank, December 11, 1959. 

No. 193; Bank of Delaware, Wilmington, merged First National Bank, Seaford, 
February 2, 1959. 

THIRTEEN MERGERS IN THIRD HUNDRED 


No. 196: Northeastern Pennsylvania National Bank & Trust Co., Scranton, 
merged Pioneer Dime Bank, Carbondale, May 22, 1959. 

No. 197: Security Trust Co., Rochester, N.Y., merged Arkport State Bank, Sep- 
tember 28, 1959; First National Bank, Wolcott, June 15, 1959. 

No. 204: Union National Bank, Pittsburgh, merged First National Bank, Taren- 
tum, May 29, 1959; Farmers National Bank, Beaver Falls, December 4, 1959. 

No. 205: Mercantile-Safe Deposit & Trust Co., Baltimore, Md., merged Towson 
National Bank, Towson, March 6, 1959. 

No. 206: City Trust Co., Bridgeport, Conn., merged City National Bank & 
Trust Co., March 30, 1959. 

No. 211: United States National Bank, San Diego, Calif., absorbed Long Beach 
National Bank, April 17, 1959. 

No. 213: City Bank Farmers Trust Co., New York, converted from a State 
bank to a national bank, under title First National City Trust Co., January 
30, 1959. 

No. 215: Worcester County Trust Co., Worcester, Mass., converted from a 
State bank to a national bank, under title Worcester County National Bank, 
January 12, 1959. 

No. 234: Lincoln National Bank & Trust Co., Syracuse, N.Y., changed title to 
Lincoln National Bank & Trust Co. of Central New York, April 1, 1959. 

No. 251: Farmers Bank of the State of Delaware, Dover, merged First Na- 
tional Bank, Dagsboro, May 29, 1959; Peoples National Bank, Laurel, July 17, 
1959, and Lewes Trust Co., July 19, 1959. 

No. 252: Marine Midland Trust Co. of the Mohawk Valley, Utica, N.Y., merged 
Tlion National Bank & Trust Co., October 1, 1959. 

No. 256: Ohio Citizens Trust Co., Toledo, Ohio, merged Spitzer-Rorick Trust & 
Savings Bank, April 30, 1959. 

No. 258—Valley Bank & Trust Co., Springfield, Mass., merged First National 
Bank, Westfield, September 18, 1959. 

No. 259—Oneida National Bank & Trust Co., Utica, N.Y., merged Manufac- 
turers National Bank, Ilion, under title Oneida National Bank & Trust Co. of 
Central New York, October 9, 1959. 

No. 266: National Bank of Toledo, Ohio, merged Waterville State Savings 
Bank Co., December 28, 1959. 

No. 274: National Community Bank, Rutherford, N.J., merged Ridgefield Na- 
tional Bank, February 27, 1959. 

No. 278: Community National Bank, Pontiac, Mich., merged Romeo Savings 
Bank, August 31, 1959. 

No. 281: Branch Banking & Trust Co., Wilson, N.C., merged Planters Bank, 
November 16, 1959. 


Mr. Brown. We have Mr. Gidney as our first witness. You may 
proceed, Mr. Gidney. 
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STATEMENT OF RAY M. GIDNEY, COMPTROLLER OF THE CUR- 
RENCY; ACCOMPANIED BY L. A. JENNINGS, FIRST DEPUTY 
COMPTROLLER, AND ROY T. ENGLERT, CHIEF COUNSEL 


Mr. Gipnry. I welcome this opportunity to appear once again be- 
fore this committee which was so helpful in connection with the very 
desirable banking legislation which was enacted last year. I am to 
testify this morning on S. 1062, a bill to amend the Federal Deposit 
Insurance Act to provide safeguards against mergers and consolida- 
tions of banks which might lessen competition unduly or tend unduly 
to create a monopoly in the field of banking. 

In each of the past three Congresses the Treasury Department, with 
the concurrence of the Board of Governors of the Federal Reserve 
System and the Federal Deposit Insurance Corporation, has recom- 
mended and urged the enactment of legislation relative to bank 
mergers. This legislation was in accord with the recommendation 
which has been made by the President in his economic reports that 
there should be a strengthening of Federal law governing bank 
mergers accomplished through the acquisition of assets, and was sup- 

rted by the three Federal bank supervisory agencies. It was passed 
by the Senate as S. 3911 of the 84th Congress, as part of the Financial 
Institutions Act, S. 1451 of the 85th Congress, and with amendments 
as S. 1062 of the 86th Congress, the legislation now under con- 
sideration. 

As recommended by the Treasury Department the proposed legis- 
lation would require the approval of the appropriate Federal bank 
supervisory agency for every merger, consolidation, or takeover be- 
tween insured banks. The approving agency would be required to 
consider the essential banking factors, including the convenience, 
needs, and welfare of the community and area to be served, and also 
to take into consideration whether the effect of the transaction may 
be to lessen competition unduly or to tend unduly to create a monopoly. 
It would be required to seek the views of the other two Federal bank- 
ing agencies with respect to the competitive effect of the transaction, 
and would be permitted but not required to request the opinion of the 
Attorney General with regard thereto. 

It would have the final authority to approve or disapprove the 
transaction. This is the legislation we favor. It has passed the 
Senate three times and has been introduced in the House of Represent- 
atives by Representative Kilburn as H.R. 4373. This means that 
we favor the enactment of S. 1062 with the elimination of the amend- 
ments made by the Senate. 

There are two basic reasons for the enactment of the legislation as 
originally proposed. The first is that many bank mergers are not now 
subject to Federal jurisdiction and may take place without the ap- 
proval of any Federal authority. 

Under existing law, the Comptroller of the Currency must approve 
all bank consolidations or mergers where the resulting or continuing 
bank is to be a national bank. Also, he must approve all cases of 
purchase of assets and assumption of deposit liabilities where the 
capital stock or surplus of the continuing bank will be less than the 
aggregate capital or surplus of the combining banks, but in cases of 
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purchases and assumption where there will result no diminution of 
capital or surplus, the Comptroller does not have authority over the 
takeover as such. 

However, in these cases he must approve the necessary increase in 
capital of the national bank, and if one of the banks is to be continued 
as a branch, the Comptroller must approve. The authority of the 
Board of Governors of the Federal Reserve System and the Federal 
Deposit Insurance Corporation over mergers and purchase and as- 
sumption cases of member banks and insured banks, respectively, is 
more limited. 

Neither the Board of Governors of the Federal Reserve System 
nor the Federal Deposit Insurance Corporation has authority over 
mergers or purchase and assumptions of banks under its jurisdiction 
except in cases where there will result a diminution in the aggregate 
capital stock or aggregate surplus of the banks involved. 

Hence, between a third and a half of the mergers of State member 
and State insured banks actually take place without approval of any 
Federal authority. To illustrate this point, there is attached to this 
statement an appendix giving a list of bank mergers or assumptions 
since 1955 in which approval of a Federal agency was not required. 
The 1955 beginning date is selected because in that year the legisla- 
tion which we have proposed was first considered. 

The second basic reason why this legislation is needed is that there 
is a need for relatively uniform standards which are to be applied 
in approving or disapproving mergers or purchases and assumptions 
of banks, and for statutory clarification of the authority of the bank- 
ing agencies to consider the preservation of competition in passing 
upon bank mergers. Existing statutes do not contain this statutory 
authority. 

In pointing out the reasons why this legislation is desirable, we do 
not mean to imply that there is a lack of competition in banking today. 
On the contrary, everywhere there is healthy banking competition, 
possibly the keenest and most effective we have ever had. It is tremen- 
dously vigorous and aggressive, and characterized by devotion to the 
ideal of rendering as great a measure of public service as possible 
and to keeping pace with national economic growth. Twenty-seven 
years have passed since the historic period in which a banking holl- 
day was required. These have been years of evolution, growth, and 
progressive additions to the strength of our banks. 

Constant efforts on the part of bankers and bank supervisors have 
increased banking capital so that it has been steadily gaining in rela- 
tion to banking liabilities. Intensive educational efforts have im- 
proved the quality of bank personnel and definite progress has been 
made in maintaining and improving the quality of bank assets. In 
many cases bank mergers and consolidations have strengthened the 
banks as to capital positions, character of management, and the ability 
to marsha] funds to meet business requirements. 

Our banking system today is in a very healthy condition. With 
strengthening of management, capital position, and resources, there 
has been corresponding progress in the character of banking com- 
petition. Banks strive to furnish the most complete service possible 
and continually vie with each other in seeking enlargement of their 
customer groups, whether depositors, borrowers, or users of other 
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services. The presence of competition in commercial banking in this 
country is reflected by the fact that we have some 13,000 com- 
mercial banks with more than 9,600 branches or about 23,000 banking 
offices in all. 

In addition to the competition between commercial banks, banks 
are finding themselves more and more in competition with other types 
of bank and nonbank financial institutions. Among the other types 
of financial institutions competing with commercial banks are mutual 
savings banks, Federal and State chartered savings and loan associa- 
tions, Federal and State chartered credit unions, life insurance com- 
panies, commercial finance factors, fire and casualty insurance com- 
panies, personal and sales finance companies, investment companies, 
corporate pension and profit-sharing plans, production credit asso- 
ciations, and even various agencies of the Federal Government such 
as the Federal intermediate credit banks, the Farmers Home Ad- 
ministration, and postal savings. 

To illustrate this competition, it is notable that while insured com- 
mercial banks increased their savings deposits an estimated $2.1 
billion in the year 1959, savings and loan associations increased their 
Share accounts by an estimated $6.6 billion. 

Thus, during 1959 three times as much money was placed in share 
accounts in savings and loan associations as in savings deposits in 
commercial banks, In the areas in which they operate, idl saving 
banks also are an important competitor for savings deposits. Credit 
unions are making important progress. 

In the making of loans, all of the organizations above mentioned, 
except postal savings, are in competition to some extent with com- 
mercial banks and are of increasing importance. For the informa- 
tion of the committee, I should like to place in the record an address 
on “Competition in Commercial Banking” made in 1959 by Mr. L. A. 
Jennings, First Deputy Comptroller of the Currency, before the 
Pennsylvania Bankers Association, which goes into greater detail 
as to the extent to which commercial banks face competition from 
other types of institutions. The text of these remarks was placed in 
the Congressional Record of June 18, 1959, by Representative Abra- 
ham J. Multer, a member of this committee. 

And might I pause here. I should have at the outset introduced 
Mr. L. A. Jennings, and Mr. Roy T, Englert, our counsel, who are 
accompanying me. I apologize for the oversight, but perhaps this 
is a good time to direct attention to these gentlemen. 

It is our view that any failure to take into consideration competi- 
tion from other types of financial institutions when considering the 
subject of bank competition would indicate serious lack of knowledge 
of basic factors important to banking today and disregard of the 
elements that go into a determination of the competitive situation in 
which commercial banks function. 

Each year an important number of new banks are chartered which 
add to bank competition. During 1959, 24 national banks and 99 
State banks were chartered. In the 10-year period from 1950 through 
1959, the Comptroller of the Currency chartered 185 national banks, 
and these particular banks had total assets at the end of 1959 of $1.6 
billion. During the same 10-year period, State bank supervisors 
chartered 702 new banks. 
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We think it is clear from the number of new banks chartered in 
recent years and their generally successful operation, that banking 
is @ field where restricted but reasonable competitive opportunity 
exists and new enterprises will prosper if well ac rice: and well 
managed. 

In considering the growth pattern of banking, note should be taken 
of the increase in the number of banking offices. While over a 10- 
year period, from January 1, 1950, to December 31, 1959, there was 
a reduction in the number of commercial banks from 14,174 to 13,460 
or approximately 5 percent, there was a large increase in the number 
of banking offices from 18,830 in January 1950 to 23,246 in December 
1959, This is a clear reflection of the willingness of banks to extend 
their services and of the very great progress which they have made 
in bringing banking service to the people. 

The committee will doubtless wish to have information as to the 
number and size of bank mergers in recent years. There is included 
as an appendix to this statement a table showing a list for the years 
1957-59 of the banks taken over by consolidation, merger, or pur- 
chase of assets and the total resources of the banks taken over. This 
supplements similar data previously furnished to the committee for 
the years 1950-56. We also include a further table showing the num- 
ber of changes effected in each year in the total number of banks 
by mergers and otherwise and by new charters issued, 

In connection with consideration of S. 1062 and H.R. 4873, we 
think it necessary to consider alternative legislation such as H.R. 
4152, which would make section 7 of the Clayton Act applicable to 
bank mergers, 

This was considered by the Treasury Department and a letter 
written to the chairman of the Committee on the Judiciary, which 
T should like to include in the record. 

Mr. Brown. That may be incorporated in the record. 

(The document above referred to is as follows :) 

Marcu 26, 1959. 
Hon, EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 


House of Representatives, 
Washington, D.C. 


My Dear Mr. CHARMAN: Reference is made to your letter of February 13, 
1959, in which you request a report on H.R. 4152, a bill to amend the Clayton 
Act by prohibiting the acquisition of assets of other banks by banks, banking 
associations, or trust companies when the effect may be substantially to lessen 
competition, or to tend to create a monopoly. 

This bill would amend section 7 of the Clayton Act to prohibit any bank from 
acquiring, directly or indirectly, the whole or any part of the assets of one 
or more corporations engaged in commerce, when the effect of such acquisition 
of assets may be substantially to lessen competition, or to tend to create a 
monopoly. 

As you know, similar legislation proposed in both the 84th and 85th Con- 
gresses was opposed by the Treasury Department. This Department has recom- 
mended, jointly with the Board of Governors of the Federal Reserve System and 
the Federal Deposit Insurance Corporation, legislation which would accomplish 
the purpose of making bank mergers, including the competitive aspects of such 
transactions, subject to Federal control. The legislation recommended by this 
Department was passed by the Senate as S. 3911 of the 84th Congress and section 
23 of title ITT of S. 1451 of the 85th Congress. 

Identical legislation has been recommended to the 86th Congress and is now 
pending before the House Banking and Currency Committee as H.R. 4373 and 
before the Senate Banking and Currency Committee as S. 1062. 
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For reasons which have been fully stated on several occasions before several 
congressional committees, including your own, this Department continues to 
favor the approach to bank merger legislation embodied in H.R. 4373 and S. 
1062. Consequently, this Department is opposed to H.R. 4152. A memorandum 
which more fully sets forth the views of this Department is attached hereto. 

The Department has been advised by the Bureau of the Budget that there is 
no objection to the submission of this report to your committee. 

Very truly yours, 
LAURENCE B. RossBins, 
Acting Secretary of the Treasury. 


MEMORANDUM 


H.R. 4152, a bill “To amend the Clayton Act by prohibiting the acquisition 
of assets of other banks by banks, banking associations, or trust companies 
when the effect may be substantially to lessen competition, or to tend to create 
a monopoly,” would amend section 7 of the Clayton Act to bring within the 
purview of that act bank mergers, consolidations, and takeovers accomplished 
by means of asset acquisitions. The effect of the legislation would be to pro- 
hibit, regardless of any other considerations, any bank merger, where the effect 
may be substantially to lessen competition or to tend to create a monopoly, and 
to place jurisdiction over bank mergers in the Department of Justice without 
regard to the fact that there exist three Federal bank supervisory agencies. 

The Treasury Department is opposed to H.R. 4152. Similar legislation was 
opposed by the Treasury Department in both the 84th and 85th Congresses. 
It is our view that Federal regulation should be extended to bank mergers, 
but by different means than that contemplated by H.R. 4152, This Depart- 
ment, jointly with the Board of Governors of the Federal Reserve System and 
the Federal Deposit Insurance Corporation, has for the past several years 
recommended legislation to subject bank mergers to Federal control and to 
require consideration of competitive aspects. Representatives of this Depart- 
ment have testified at length on this subject before this Committee and other 
congressional committees on several occasions. The legislation which this 
Department recommends and which is now pending before the House Banking 
and Currency Committee as H.R.4373 and the Senate Banking and Currency 
Committee as S. 1062, would appropriately place jurisdiction over bank mergers 
in the bank supervisory agencies, and would require that each agency shall 
take into consideration in approving bank mergers not only whether the effect 
thereof may be to lessen competition unduly or to tend unduly to create a 
monopoly, but also usual banking factors. This legislation was passed by’ 
the Senate in the 84th Congress as S. 3911, and was passed by the Senate in 
the 85th Congress as section 23 of title III of 8. 1451. This proposal recognizes 
that a strong banking system is vital to the welfare of the Nation and would 
not require a rigid application of a competitive test to the exclusion of other 
factors which most certainly should be considered in passing upon bank 
mergers. It recognizes the fact that banking is a supervised and regulated 
industry, and it would leave jurisdiction over bank mergers where it rightfully 
belongs, in the bank supervisory agencies. These agencies are best qualified 
to weigh and adequately consider the always important and frequently vital 
banking factors in conjunction with purely competitive factors in order to 
arrive at fair and well balanced decisions in approving or denying bank mergers. 

Banking is a supervised and regulated industry. It is supervised and regu- 
lated in every State by a State bank supervisor. It is supervised and regulated 
at the national level by the Comptroller of the Currency, the Federal Deposit 
Insurance Corporation and the Board of Governors of the Federal Reserve 
System, No reason is apparent why it is necessary to add the Department of 
Justice as a fourth agency having jurisdiction over bank mergers. 

H.R. 4152, as indicated above, would prohibit absolutely and without regard 
to other considerations any bank merger where the effect may be substantially 
to lessen competition or to tend to create a monopoly. This ignores the fact 
that banking is an industry clothed with the public interest (as is indicated 
by the fact that it is a supervised industry), and that the public interest must 
be considered in bank merger transactions, Former Assistant Attorney General 
Stanley N. Barnes has testified that in determining whether there has been a 
lessening of competition the Justice Department does not view that in the light 
of public interest. Hearings before the Senate Banking and Currency Com- 
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mittee on S. 3911, 84th Congress, 2d Session (1956), page 82. This Depart- 
ment on the other hand considers it essential to consider the broad monetary, 
economic, and banking questions involved in bank mergers in order to arrive 
at a decision that will be in the public interest. The bank supervisory agencies 
are best qualified to consider these factors. The Department of Justice has 
testified that “We do not propose that we have enough judgment to evaluate 
these other matters that are peculiarly bank matters.” Hearings on S. 3911, 
page 79. 

H.R. 4152 is an alternative method of controlling bank mergers to the 
bank merger legislation recommended by the Treasury Department with the 
concurrence of the other Federal banking agencies. As pointed out above, 
H.R. 4152 would require disapproval of bank mergers solely on the basis of 
competitive factors and without regard to banking factors. Enactment of this 
legislation would be anomalous in view of the fact that Congress has long 
recognized that completely free and unbridled competition between banks is 
undesirable. For example, it has placed limits upon entrance into the bank- 
ing business, and upon the establishment of branches by national and member 
banks. All national banks must be chartered by the Comptroller of the Currency 
and all branches established by insured banks, including national banks, must 
be approved by one of the three Federal banking agencies. Expansion of bank 
holding companies through the acquisition of banks must be approved by the 
Board of Governors of the Federal Reserve System under the Bank Holding 
Company Act of 1956. In a statement made by Senator Robertson at the 
time he introduced S. 1062 it was pointed out that unrestricted competition 
has not been the rule in the banking industry for many years, and it is impos- 
sible to require unrestricted competition in the field of banking, and impossible 
to subject banks to competitive rules applicable to ordinary industrial and com- 
mercial concerns not subject to regulation and not vested with the public 
interest. 

The President of the United States in his Economic Report of the last several 
years has recommended that Federal regulation be extended to all bank mergers. 
The legislation we have proposed would implement this portion of the program 
of the President. It is supported not only by the three Federal bank super- 
visory agencies, but also by the American Bankers Association, the Association 
of Reserve City Bankers, and the American Bar Association. At the meeting 
of the house of delegates of the American Bar Association on February 19, 1957, 
the following resolution was adopted : 

“Resolved, That the American Bar Association recommends to the Congress 
that, instead of legislation amending section 7 of the Clayton Act by extending 
the asset provisions to banks, banking associations, and trust companies, legisla- 
tion be enacted amending the Federal Deposit Insurance Act by prohibiting the 
merger or consolidation of any insured bank with any other insured bank, or 
the acquisition of the assets of or assumption of the deposit liabilities of any 
other insured bank without the prior written consent of the Comptroller of the 
Currency, the Board of Governors of the Federal Reserve System, or the Federal 
Deposit Insurance Corporation, depending upon the status of the resulting, 
acquiring, or assuming bank as a national bank, a State member bank, or a 
nonmember insured bank; and providing that the appropriate agency shall take 
into consideration whether the effect of the merger, consolidation, acquisition, 
or assumption may be to lessen competition unduly or to tend unduly to create 
a monopoly.” 


Mr. Gipney. I may say that this was unfavorable to the proposed 
bill, H.R. 4152. 

This proposal would prohibit any bank merger where the effect may 
be substantially to lessen competition or to tend to create a monopoly. 
To this bill we are opposed for the reason that an amendment to 
section 7 of the Clayton Act would take from the bank supervisory 
agencies final authority over bank mergers. 

This approach fails to take cognizance of the fact that banking is 
a regulated industry, that the officials of the bank supervisory agencies 
are closely familiar with banking throughout the United States, and 
are thus in a position to weight and consider the important banking 
factors in conjunction with competitive factors in order to arrive at 
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sound decisions in approving or denying bank mergers. The welfare 
and health of our banking organization is of primary importance 
to the maintenance of sound conditions in our economy, and a high 
measure of responsibility for the welfare of banking rests upon the 
supervisory agencies. With responsibility there must be authority if 
sound and good results are to be achieved. 

The Clayton Act now places in the respective supervisory agencies 
final authority over merger transactions in other supervised and regu- 
lated industries. This is evidenced in the last paragraph of section 7 
where it is expressly provided that the section shall not apply to trans- 
actions in certain regulated industries which are duly consummated 
pursuant to authority given by the Civil Aeronautics Board, Federal 
Communications Commission, Federal Power Commission, U.S. Mari- 
time Commission, and the Secretary of Agriculture. We know of no 
adequate reason why there should not be a similar exemption for the 
banking industry and we believe it is obvious that banking should 
have an exemption similar to that of other regulated industries. 

In this connection we should like to quote briefly from an eminent 
text writer who has stated: 

Probably the outstanding example in the Federal Government of regulation 
of an entire industry through methods of supervision, and almost entirely 
without formal adjudication, is the regulation of national banks. The regula- 
tion of banking may be more intensive than the regulation of any other industry, 
and it is the oldest system of economic regulation. The system may be one 
of the most successful, if not the most successful. The regulation extends to 
all major steps in the establishment and development of a national bank, includ- 
ing not only entry into the business, changes in status, consolidations, reorganiza- 
tions, but also the most intensive supervision of operations through regular ex- 
amination of banks (Davis, Administrative Law Treatise (1958), vol. 1, sec. 
4.04, p. 247). 

Under the legislation we recommend, as it was passed by the Senate 
in earlier sessions and as it is presented in H.R. 4373, the competitive 
factor to be considered by the Federal bank supervisory agencies 
would be whether the effect of the merger may be to lessen competition 
unduly or to tend unduly to create a rin whereas under section 
7 of the Clayton Act the standard to be applied would be whether 
the effect of the transaction may be substantially to lessen competition 
or to tend to create a monopoly. 

It is our view that the use of the word “unduly” would give needed 
flexibility in the application of competitive standards to the banking 
industry, while the use of the phrase, “substantially to lessen competi- 
tion,” would bring into banking a rigidity which would be undesirable 
and would make sound decisions impossible. 

In recent cases the courts and the Federal Trade Commission have 
concluded that a substantial lessening of competition might result in 
cases where as little as 6.7, 2014, and 23 percent of the respective 
markets were affected. One of these cases involving a percentage of 
6.7 percent was developed where the relevant market was confined 
to a specific section of the country. Section 7 of the Clayton Act 
prohibits those mergers which may have the effect of substantially 
lessening competition “in any section of the country.” 

It should be obvious that the application of such a percentage to 
relatively local enterprises such as commercial banks would be un- 
warranted and unwise, and might result in rigid and erroneous con- 
clusions. The Clayton Act was not intended to be applied to local 
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enterprises. In the legislative history of the 1950 amendment to the 
Clayton Act it was pointed out that “in any section” was substituted 
for “in any community” because of the possibility that the act, if it 
referred to community “might go so far as to prevent any local enter- 
prise in a small town from buying up another local enterprise in the 
same town” (S. Rept. 1775, 81st Cong.). 

In other words, the Clayton Act was not designed to be applied 
to a local enterprise in a particular town taking over another local 
enterprise in the same town. Yet in many cases that would be the re- 
sult of applying Clayton Act standards to banking. 

It has been suggested that the use of the word “unduly” in S. 1062 
is novel. As long ago as 1911 the Supreme Court in developing the 
so-called “rule of reason” referred to “undue” restrictions of competi- 
tion. 

In the report of the Attorney General’s National Committee To 
Study the Antitrust Laws, reference is made to the holdings in the 
Standard Oil and American Tobacco Co, cases, and the statement is 
made that the Supreme Court has redefined the words of the Sherman 
Act to effectuate a statutory policy of protecting the public interest 
against wrongs where competition is “unduly” limited. 

In Miller Motors, Inc. v. Ford Motor Co. ((C.A. 4, 1958) 252 F. 2d 
441), the Court of Appeals for the Fourth Circuit stated that under 
the Sherman Act it has long been settled that only those arrangements 
which “unduly” or unreasonably restrain commerce are forbidden. 

As to specific legislation, section 5 of the Interstate Commerce Act, 
as amended (49 U.S.C. 5), permits the Interstate Commerce Com- 
mission to approve certain arrangements which it finds will not “un- 
duly restrain competition” and also provides that any corporations 
or other persons participating in a transaction approved or author- 
ized under the provisions of that section are relieved from the opera- 
tion of the antitrust laws insofar as may be necessary to enable them 
to carry into effect the transaction approved. 

Thus, the word “unduly” has been used in antitrust context by the 
courts, by a committee of antitrust experts appointed by the Attorney 
General, and in legislation. 

An amendment to section 7 of the Clayton Act would prohibit, with- 
out regard to other considerations, any bank merger where the effect 
may be substantially to lessen competition or to tend to create a mo- 
nopoly, thus making competitive considerations paramount. 

The Congress has long recognized that completely free competition 
between banks is undesirable. Almost 100 years ago it established 
the office of the Comptroller of the Currency whose primary function 
is the preservation and maintenance of a sound national banking sys- 
tem which will adequately serve the interests of the United States 
and of the public. 

Banks do business mainly on the basis of their deposits. It is 
essential that depositors’ interests be safeguarded. Experience dic- 
tates the avoidance of excessive competition as one of the principal re- 
quirements of a favorable climate for sound banking. The necessity 
for avoidance of excessive competition is one of the basic reasons why 
the Comptroller has been given the duty of approving the establish- 
ment of all new national banks and of all branches of national banks, 
within limits prescribed by Congress, and why the Federal Reserve 
System and the Federal Deposit Insurance Corporation have been 
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“hen a similar duty with respect to branches of member and insured 
anks, 

We point out also that competition between banks is to some extent 
restricted by legal limitations on the rates of interest which they may 
pay on deposits, and the rates of interest which they may charge on 

oans. In view of these considerations, it would be illogical to make 
competitive considerations paramount. 

We should like to comment on the reasons why we do not favor the 
amendments to earlier bills added by the Senate in S. 1062. Those 
amendments would require that every bank merger, no matter how in- 
significant from a competitive standpoint, or how compelling the 
banking factors, be referred to the Attorney General of the United 
States for a report on the competitive factors involved in the merger. 
This requirement would impose an administrative burden on the 
banking agencies which would be unnecessary in the large majority 
of cases, and which would result in unnecessary delay in many cases. 

Moreover, a report by the Attorney General on the competitive 
factors involved would be of little practical aid to the banking 
agencies, as they would have closer knowledge of the competitive situa- 
tion through their intimate familiarity with banking throughout the 
country. Probably much of the information which the Attorney Gen- 
eral would include in a report on competitive factors would have to 
be secured by him from the files of the banking agencies. 

It seems much more reasonable that, instead of being required to 
obtain a report on the competitive factors involved in every case, the 
banking agencies should be permitted to seek the opinion of the 
Attorney General with respect to the question of whether a merger 
would lessen competition unduly or tend unduly to create a monopoly 
in cases where they consider his opinion would be helpful. 

If the banking agencies were permitted to seek the opinion of the 
Attorney General with respect to the question of whether mergers 
would lessen competition unduly or tend unduly to create a monopoly 
in those cases in which his opinion thereon might be helpful, as would 
be the case if H.R. 4373 were enacted, the work of the banking agencies 
could proceed in the usual way, there would be imposed on the banking 
agencies as well as on the Attorney General less administrative burden 
and the opinion of the Attorney Genera] would be much more sig- 
nificant than would a report required in every case. 

As we have pointed out, banking is a closely supervised and regu- 
lated industry. If H.R. 4373 were enacted, every bank merger involv- 
ing an insured bank would require Federal approval. The Senate 
amendment to S. 1062 would impose the additional requirement that 
every bank merger be referred to the Attorney General for a report. 
To our knowledge, there is no such requirement as this for any other 
industry in this Nation, regulated or unregulated. Industrial cor- 
porations which are subject to the antitrust laws, and which are un- 
regulated, may merge without any approval from any Federal agency, 
and may do so without seeking prior approval or a report from 
the Attorney General. 

It would certainly be anomalous if banking alone of all the indus- 
tries in this country should have imposed upon it the singular treat- 
ment of having to submit to the Attorney General, as well as the 
banking agencies, every merger of whatever size. In effect, the De- 
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partment of Justice would become a fourth Federal bank supervising 
agency. 

ph bill 1062 as amended would require that the banking agencies 
make a semiannual report to the Congress. We are thoroughly willing 
to submit to Congress the information which we would be required to 
submit under S. 1062, but believe that it should be sufficient if it is 
included in our annual report, as the basic data now is. 

The legislation embodied in H.R. 4373 has been favored by the 
Treasury Department, the Board of Governors of the Federal Reserve 
System, the Federal Deposit Insurance Corporation, the American 
Bankers Association, the Association of Reserve City Bankers, the 
Association of Registered Bank Holding Companies, the Federal 
Advisory Council, the U.S. Chamber of Commerce, the American 
Bar Association, and by several text writers familiar with banking. 
An amendment to section 7 of the Clayton Act has been opposed 
by all of these. 

To summarize our position, we favor the legislation as originally 
recommended by the Treasury Department with the concurrence of 
the other two banking agencies which is embodied in H.R. 4373 and 
in S. 1062 as it was originally introduced and without the Senate 
amendments. In this way we believe the Congress can insure the 
preservation of competition in deposit banking, while at the same 
time, recognizing that the maintenance of a sound banking system 
is essential to the welfare of our country. 

That is our statement, Mr. Chairman, and I shall be glad to answer 
any questions, if I can. 

(The appendix referred to follows :) 


APPENDIX 
S. 1062 
(Senate amendments are printed in italic) 


AN ACT To amend the Federal Deposit Insurance Act to provide safeguards against merg- 
ers and consolidations of banks which might lessen competition unduly or tend unduly 
to create a monopoly in the field of banking 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That subsection (c) of section 18 of 
the Federal Deposit Insurance Act is amended by striking out the third sentence 
thereof and substituting in lieu thereof the following: “‘No insured bank shall 
merge or consolidate with any other insured bank or, either directly or indi- 
rectly, acquire the assets of, or assume liability to pay any deposits made in, 
any other insured bank without the prior written consent (i) of the Comptroller 
of the Currency if the acquiring, assuming, or resulting bank is to be a national 
bank or a district bank, or (ii) of the Board of Governors of the Federal Reserve 
System if the acquiring, assuming, or resulting bank is to be a State member 
bank (except a district bank), or (iii) of the Corporation if the acquiring, assum- 
ing, or resulting bank is to be a nonmember insured bank (except a district 
bank). In granting or withholding consent under this subsection, the Comp- 
troller, the Board, or the Corporation, as the case may be, shall consider the 
factors enumerated in section 6 of this Act. In the case of a merger, consolida- 
tion, acquisition of assets or assumption of liabilities, the appropriate agency 
shall also take into consideration whether the effect thereof may be to lessen 
competition unduly or to tend unduly to create a monopoly, and, in the interests 
of uniform standards, it shall not take action as to any such transaction without 
first seeking the views of each of the other two banking agencies referred to 
herein with respect to such question [; and in such a case the appropriate agency 
may also request the opinion of the Attorney General with respect to such ques- 
tion.] In the case of a merger, consolidation, acquisition of assets, or assumption 
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of liabilities, the appropriate agency shall request a report from the Attorney 
General on the competitive factors involved in the merger. The Attorney Gen- 
eral shall furnish such report to such agency within thirty calendar days of the 
request: Provided, however, That in case the agency finds an emergency evists 
the agency may advise the Attorney General thereof and may thereupon shorten 
the period for the Attorney General to report to ten calendar days: Provided, 
further, That where the agency finds that an emergency makes necessary imme- 
diate action in order to prevent the probable failure of one of the merging banks, 
the appropriate agency may act without obtaining such report from the Attor- 
ney General: And provided further, That the Comptroller, the Board, and the 
Corporation shall each submit to the Congress a semiannual report with respect 
to each merger, consolidation, acquisition of assets, or assumption of liabilities 
approved by the Comptroller, the Board, or the Corporation, as the case may be, 
which shall include the following information: the name of the receiving bank; 
the name of the absorbed bank; the total resources of the receiving bank; the 
total resources of the absorbed bank; whether a report has been submitted by 
the Attorney General hereunder; and if approval has been given, a summary of 
the substance of the report made by the Attorney General, and a statement by 
the Comptroller, the Board, or the Corporation, as the case may be, in justifica- 
tion of its findings.” 
All commercial banks, 1950-59 

















Jan. 1, 1950: 
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Banks absorbed by merger during 1950__________-__ 91 
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222 —150 
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— panks chartered during 1000... 15.0 sccnndencune, 115 : 
a: 
Banks absorbed by merger during 1955____________ 225 
Other banks discontinuing buisness during 1955____ 13 
238 —123 








Total commercial banks, Dec. 31, 1955 
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All commercial banks, 1950-59—Continued 
Jan. 1, 1956: 


Total number of commercial banks_ 








new banks chartered during 1956_._--_...-------~--------- 
SS : 

Banks absorbed by merger during 1956_.--____---- 186 

Other banks discontinuing business during 1956_-.- 13 





Total commercial banks, Dec. 31, 1956 





Jan. 1, 1957: 


TE Re eee eee 


=, banks chartered during 1957.......-..-.~.---.-.~...-. 
SS : 

Banks absorbed by merger during 1957.-_____----_ 165 

Other banks discontinuing business during 1957_~---_ 3 





Total commercial banks, Dec. 31, 1957_..-~-- 


168 





Jan. 1, 1958: 
Total number of commercial banks_~ 








New banks chartered during 1958 woe 


S: 
Banks absorbed by merger during 1958__._____-.-- 151 
Other banks discontinuing business during 1958__-- 15 





Total commercial banks, Dec, 31, 1958_--~- 





Jan. 1, 1959: 
Total number of commercial banks_ 





_— ee SS a ee 
eSs : 
Banks absorbed by merger during 1959_._____.___ 171 
Other banks discontinuing business during 1959. _ 6 





Total commercial banks, Dec. 31, 1959 
SUMMARY 
Total number of commercial banks, Jan. 1, 1950_._ 


ee wo wre ee ee we es ee 








_— banks chartered during period 1950-—59_ 


as 
Banks absorbed by merger during period 1950-—59______ 1, 503 
air Fe discontinuing bussiness during period 








Total commercial banks, Dec, 31, 1959 


1, 601 





13, 737 





—80 


13, 580 


13, 580 


—66 


13, 514 


13, 514 


—54 


13, 460 


14,174 


—714 


13, 460 


aa fd 


anh 








REGULATION OF BANK MERGERS 17 


Consolidations, mergers, assumptions, not requiring approval of appropriate 
Federal bank supervisory agency during the year 1959 


I. State bank member of Federal Reserve System the continuing bank: Approval 
of Board of Governors of Federal Reserve System not required because 
the total capital stock or surplus of the resulting or assuming bank was 
not less than the aggregate capital stock or aggregate surplus, respectively, 
of all the merging or consolidating banks or all of the parties to the as- 
sumption of liabilities. 








Recapitulation 
Total resources 
Requiring Not requiring cases not 
Year Board Board Total requring 
approval approval Board’s 
approval 
lb Aukkkvds tibia dee cthebaab andesia 23 19 42 | $1,988, 983, 797 




















Bank consolidated, merged, or assumed, and its total 





resources Effec- 
Continuing bank tive 
date 
Name Resources 





Northern New York Trust Co., Water- | Adirondack National Bank & Trust $8,871,041 | Jan. 2 


town, N.Y. Co., Saranac Lake, N.Y. 

First Pennsylvania Banking & Trust | Huntingdon Valley Trust Co., Hunt- 8,422,000 | Jan. 5 
Co., Philadelphia, Pa. ingdon Valley, Pa. 

Farmers & serene Trust Co., Cham- | Marion Bank, Marion, Pa...........- 838,000 | Feb. 24 

rsburg, Pa. 

State Planters Bank of Commerce & | Citizens National Bank, Petersburg, 17,076,904 | Mar. 4 
Trust, Richmond, Va. Va. 

City Trust Co., Bridgeport, Conn.......- Oly Notions! © Bank & Trust Co., 13, 752, 558 | Mar. 26 

anburg, 

Union Trust Co., Greensburg, Ind.-.-..- Olarkaburg State "Bank, Clarksburg, 848, 000 Do. 

Union County Trust Co., Elizabeth, N.J- Citeens Trust Co., Summit, N.J_..--- 15, 962,000 | Apr. 20 

> Guaranty Trust Co., New Y: ork, | J. “a pie & Co., Inc., New York, | 982, 560,034 | Apr. 27 

Security Trust Co., Rochester, N.Y-.-..- First National Bank, Wolcott, N.Y....| 5, 130,092 | June 15 

County Trust Co. of Maryland, Glen | Kent County Bank, Chestertown, 6,195,000 | July 1 
Burnie, Md. Md. 

Bon ok Bank & Trust Co., Hart- | Tho "gs ay Trust Co., Thompson- 12, 368,000 | Aug. 3 
or ville, 

Citizens Central Bank, Arcade, N.Y----- ~— of Rushford, Rushford, 1, 250,000 | Sept. 1 

N 

be 8 Bank & Trust Co., Springfield, | First National Bank, Westfield, Mass. 8, 640,113 | Sept. 18 

state B Bank of Albany, Albany, N.Y-.---... National City Bank, Troy, N.Y--..-.--- 64, 279, 767 | Sept. 25 

Security Trust Co., Rochester, N.Y---.-- Arkport State Bank, Arkport, N.Y... 2, 635, 000 28 

Chemical Bank, New York Trust Go. .. | New York Trust Co., New York, N.Y.| 817,348,000 0. 


New York, N. 4 A 
Marine Midland Trust Co. of the Mo- | Ilion National Bank & Trust Co., 8, 732,996 | Sept. 30 
hawk Valley, Utica, N.Y. Ilion, N.Y. 
Citizens First State Bank, Walnut, Til_...| First State Bank, Walnut, Ill_._.....-- 2,621,000 | Oct. 19 
or Commercial Bank, Charlotte, | First National Bank, Raleigh, fl 11, 453, 202 | Oct. 30 











TE GOP SD x 00s0c0neuce acdsncel elanatdemessdeeuamatianneagudbsorciaee 1, 988, 983, 797 











REGULATION 


OF BANK MERGERS 





. State bank insured by Federal Deposit Insurance Corporation, but not a 


member of Federal Reserve System, the continuing bank: Approval of Fed- 
eral Deposit Insurance Corporation not required because the total capital 
stock or surplus of the resulting or assuming bank was not less than the 
aggregate capital stock or aggregate surplus, respectively, of all the merg- 
ing or consolidating banks or all of the parties to the assumption of 











liabilities. 
Recapitulation 
Total resources 
Requiring Not requiring cases not 
Year FDIC FDIC Total requiring 
approval approval FDIC 
approval 
Reta) Seco os acm ond eamson 25 17 42 














Citizens Bank, Jonesboro, Ark__. cian 
Fairfield County Trust Co., Stamford, 
Conn. 
Security Bank & Trust 
Stroudsburg, Pa. 


Monroe 

The Union Bank, Erie, Pa_____- 

Bank of Alma, Alma, Mich_--_- 3 
Fairfield County Trust Co., Stamford, 


Co., 


onn. 
State Bank & Trust Co., Greenwood, 


The Altoona Trust Co., Altoona, Pa__.-- 

Citizens & Southern Bank, Albany, Ga_- 

Fairfield County Trust Co., Stamford, 
Conn. 

Central Jersey Bank & Trust 
Freehold, NJ. 

Fort Thomas Bank, Fort Thomas, Ky--- 


Co., 


Durham Bank & Trust Co., Durham, 
N.C 


Altoona Central Bank & Trust Co., Al- 
toona, Pa. 
Farmers State Bank, Wathena, Kans.-._. 


Berkshire Housatonic Trust Co., Pitts- 
field, Mass. 
Central Michigan Bank, Barryton, Mich. 


Total (17 banks)........--- 





Bank consolidated, merged, or assumed, and its total 


resources 








Name 


Farmers State Bank, Jonesboro, Ark 
Bethel National Bank, Bethel, Conn_. 


Monroe County National Bank, East 


Stroudsburg, Pa. 


Home National Bank, Union City, Pa- 


First State Bank, Ashley, Mich 


First National 


Bank & Trust Co., 
Ridgefield, Conn. 


Congaree Bank, West Columbia, S.C 


First National Bank, Roaring Springs, 
> 


Pa. 


Bank of Albany, Albany, Ga_____- 
Danbury National Bank, Danbury, 


Conn. 


Long Branch Banking Co., Long 


Branch, N.J. 


Campbell County Bank, Bellevue, 


7 


y. 
Citizens National Bank, Durham, 
NI 


Central Trust Co., Altoona, Pa 


Fruit Growers State Bank, Wathena, 


Kans. 


Housatonic National 


bridge, Mass. 


Bank, Stock- 


State Savings Bank, Remus, Mich-- 





Resources 


$2, 940, 000 
7,175, 145 


5, 838, 080 
1, 938, 798 

676, 000 
8, 960, 564 
3, 623, 000 
1, 791, 316 


12, 298, 000 
20, 746, 717 


11, 554, 000 
3, 023, 000 
8, 682, 590 

12, 163, 000 

836, 000 
2, 179, 113 
1, 196, 000 


105, 621, 323 








Effec 


tive 
date 


Jan, 
Do. 


Jan. 
Jan. 
Feb. 
May 
May 
June 


July 
Aug. 


Sept. 


Sept. 2 


Oct. 

Nov. 
Nov. 
Nov. 


Dec. 


$105, 621, 323 


13 


19 
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BANK MERGERS 19 


: Approval of Comptroller of the Cur- 


rency not required to assumption of liabilities cases only because the capital 
stock or surplus of the assuming national bank was not less than the aggre- 
gate capital stock or aggregate surplus, respectively, of all the parties to 


the assumption of liabilities. Whil 
approve or disapprove these transac 


e the Comptroller had no authority to 
‘tions because there was no diminution 


in capital or surplus, the increase in capital by the resulting national bank 


did require the approval of the Com 


ptroller. (Comptroller of the Currency 


required to approve or disapprove all consolidations or mergers where the 


continuing bank is a national bank u 


nder the provisions of specific statutes. ) 


Recapitulation 


Consolidations 
and mergers 
Year requiring 
Comptroller’s 
approval 


Requiring 
Comptroller 
approval 


ei aaa 73 111 








Assumption cases Total resources 
aide Bi _ causes not re- 
Total quiring Comp- 
Not requiring troller’s 
’s | Comptroller’s approval 
approval 
2 86 $19, 357, 185 








1 Includes 1 District of Columbia nonnational bank. 
Bi 


Continuing bank 


United States National 
Diego, Calif. 


Bank, San | Long Bea 


Ohio. 





Total (2 banks) -.--- 


Beach, Calif. 
First National Bank, Barnesville, Ohio..| Goshen National Bank, Bethesda, 








ank assumed and its total resources Effec- 
= tive 
| dat 
Name Resources 
a | ———— ee 
1959 
ch National Bank, Long $17, 064,796 | Apr. 17 
2, 292, 389 | Sept. 30 


SS caeabesiedls | 19,357, 185 | 





Summary of consolidations, mergers, and 


purchase and sale transactions, by years 








Approved by Comptrol- 





Approved by State 


ler of the Currency banking departments 





Years - . _ , ae ae 
Number Total re- | Number Total re 
of banks sources | of banks | sources 
| } 

SE a ne Pen amma ee .| 52 $576, 464, 143 | 39 $552, 435, 446 
iiieaiiascmandiedieaen io 30 384, 389, 647 54 1, 393, 302, 452 
1952 ‘ e 59 517, 662, 108 40 | 302, 468, 222 
1953- ea bs ee 67 523, 680, 925 4s 676, 103, 752 
Pls octedes ose a fem ‘ne 126 2, 058. 262, 234 90 2, 006, 310, 444 
| a ee beaboue 126 2, 015, 225, 452 99 7, 600, 107, 754 
eae eee oe Janetn 105 2, 380, 816, 965 81 582, 992, 639 
eS Sa ee és &3 1, 142, 448, 371 82 1, 159, 307, 694 
1958. . pueeand deaks ‘edad 83 1, 704, 645, 259 68 854, 336, 649 
Ds bispeusthibenatunawat erenhadhe . -} 86 1, 307, 283, 155 85 2, 380, 996, 854 
SOs é patibantdnnconsavigedpastehenecaiudces 817 | 12, 610, 878, 259 686 17, 508, 361, 906 
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REGULATION 


OF BANK MERGERS 


National- and State-chartered banks consolidated, merged, or purchased by other 
National- and State-chartered banks during the year 1959 









































Type ~~ Total 
banks resources 
Millions of 
dollars 

National banks consolidated with and into other national banks__.............- 17 165 

National banks merged with other national] banks_.............-....-...------.- 22 229 

National banks purchased by other national banks...................--...------ 7 43 

a dt ci ibnmnsbhensokdeseasuned 46, 437 

State-chartered banks consolidated with and into National banks_..............- 17 678 

State-chartered banks merged with National banks__..................-.-.------ 17 126 

State-chartered banks purchased by National banks...................---.-----. 5 19 

a ee euunebbbmaetiionske 39 823 
District of Columbia nonnational bank purchased by District of Columbia non- 

a |e eked reinadeudbenncbheabebons 1 47 

Total approved by Comptroller of Currency.............--....-.----.--.-- 86 1, 307 

National banks consolidated or merged with and into State-chartered banks-__-_.__ 25 296 

National banks purchased by State-chartered banks_..................-..-..---- 2 2 
State-chartered banks, mergad, consolidated or purchased with or by State-char- 

ro ae eepeitiannaaninay bamndécmacaanugil 58 2, 083 

Total approved by State banking departments__.....................-.-.-- 85 2, 381 

eh ca cabesecndsitenteaked 171 3, 688 





Consolidations, mergers, and purchase and sale transactions approved by the 
Comptroller of the Currency, year 1959 








Total re- 
Name of receiving bank Name of absorbed bank sources of 
absorbed 
bank 
Alabama: 
Mobil National Bank & Trust Co., | Central Bank of Mobile__.............- $4, 621, 442 
ob 
ot ER A ee ee First Commercial Bank, Chickasaw-_.._. 2, 677, 854 
om city National Bank, Tuscaloosa._..........- Tuscaloosa Bank, Tuscaloosa. --.....-.- 2, 312, 229 
Security First National Bank, Los Angeles_.| First National Bank, McFarland-.-_--.-. 2, 643, 408 
PEE RE LT A ETS AE Tulare County National Bank, Visalia_. 13, 542, 506 
Sandee Anais National Bank, San Fran- | County National Bank & Trust Co., 49, 127, 336 
cisco Santa Barbara. 
RN Rae eo First National Bank, Monterey.-.-..--.. 11, 956, 813 
(RE RRL aa I Se Se ae First National Bank, Pacific Grove___.- 5, 559, 203 
Security First National Bank, Los Angeles..| First National Bank, Orange Cove...--- 4, 752, 290 
Citizens National Bank, Los ‘Angeles ee First National Bank, Vernon. ---.-.--- 6, 099, 446 
U.S. National Bank, San ree Long Beach National Bank, Long Beach. 17, 064, 796 
See National Bank, San Fran- | Bank of Carmel, Carmel-__-.-.........-- 12, 422, 427 
cisco 
Citizens National Bank, Los Angeles.__...-- Bank of Whittier, Whittier. _.........-- 12, 716, 576 
On Gens one National Bank & Trust | First National Bank, Manchester.-...-.- 10, 418, 405 
0. artfor 
District of Columbia: American Security «& | City Bank of Washington............... 46, 886, 524 
Trust Co. 
Indiana: 
First National Bank, Warsaw-....-.....--.-- Citizens State Bank, Milford... _..-.- 2, 409, 283 
Peoples National Bank, Lawrenceburg..----- Moores Hill State Bank, Moores Hill. - 910, 244 
American Fletcher National Bank & Trust | Fidelity Bank & Trust Co., Indianapolis. 195, 584, 491 
Co., Indianapolis. 
Second National Bank, Richmond_-.--_-.....| Centerville State Bank, Centerville-__-- 1, 785, 905 
go Bank & Trust Co., Craw- | Farmers State Bank, Wingate........._- 1, 387, 774 
orasv 
mew 2 — National Bank, Portland.......-- York National Bank, Saco..........-... 6, 683, 787 
arylan 
Farmers & Mechanics-Citizens National | First National Bank, Mount Airy-...-- 5, 258, 619 
Bank, Frederick. 
First National Bank, Baltimore_............ National Central Bank, Baltimore__--_-- 26, 401, 622 
Second National Bank, Hagerstown. -....--- a Sane National Bank, 1, 237, 511 
Spring. 
Fidelity-Baltimore National Bank, Balti- | Pikesville-Peoples Bank, Pikesville._... 10, 441, 712 


more. 




















REGULATION OF BANK MERGERS 


21 


Consolidations, mergers, and purchase and sale transactions approved by the 
Comptroller of the Currency, year 1959—Continued 





Name of receiving bank 


Name of absorbed bank 


Total re- 

sources of 

absorbed 
bank 





Massachusetts: 


vane 5 National Bank, Lowell_..........-.-- 


Do 
South Shore National Bank, Quincy 


Michigan: 


Michigan National Bank, Lansing. ---.----- 
First National Bank, Niles...............--- 


Farmers & Merchants National Bank, 
Benton Harbor. 

Community National Bank, Pontiac........ 

Manufacturers National Bank, Detroit_._..- 

First National Bank & Trust Co,, Kala- 
mazoo. 

Michigan National Bank, Lansing. .-.-_-..--- 


New Jersey: 


National Community Bank, Rutherford. --- 

First National Bank, Jersey City..-.......-- 

Hunterdon County National Bank, Flem- 
ington. 


New York: 


Watertown National Bank, Watertown 

Citizens National Bank, Wellsville__....._-- 

Essex County-Champlain National Bank, 
Willsboro. 

Watertown National Bank, Watertown - ---. 

State of New York National Bank, Kingston. 

National Commercial Bank & Trust Co., 
Albany. 

Oneida National Bank & Trust Co. of 
Central New York, Utica. 

Meadow Brook National Bank of Nassau 
County, West Hempstead. 


North Carolina: 


Security National Bank, Greensboro-----.-- 
First Union National Bank of North Carolina, 
— 
First National Bank of Anson County, Wades- 
oro. 


Ohio: 


Oo 


Portage County National Bank, Kent______- 
Citizens Baughman National Bank, Sidney. 
= County National Bank, St. Clairs- 
ville, 
Mahoning National Bank, Youngstown 
First National Bank, Barnesville 
National Bank of Dover, Dover_..........-- 
First National Bank & Trust Co., Ravenna. 
i National Bank & Trust Co., Steuben- 
ville. 
Central National Bank, Cleveland 
National Bank of Toledo, Toledo. 





on: 
.S. National Bank, Portland - ............. 
First National Bank of Oregon, Portland. -- 


Pennsylvania: 


N — Bank of York County, York 


First National Bank & Trust Co., Beth- 
lehem. 

Farmers National Bank, Ephrata........... 

Union National Bank, Pittsburgh..........- 

York National Bank & Trust Co., York. -.. 

Union National Bank, Pittsburgh.........-- 

National Bank of York County, York 

Easton National Bank & Trust Co., Easton. 

Western Pennsylvania National Bank, 
McKeesport. 

Pittsburgh National Bank, Pittsburgh--..--. 

Northeastern Pennsylvania National Bank 
& Trust Co., Scranton. 

Peoples First National Bank & Trust Co., 
Pittsburgh. 





First National Bank, Ayer-._-......--...- 
Townsend National Bank, Townsend... 
First National Bank, Pepperell-_--.-..-.-- 
Randolph Trust Co., Randolph... ...--- 
First National Bank, Charlotte. _......- 
Berrien Springs State Bank, Berrien 
Springs. 
State Savings Bank, Bridgman-......-.- 
Romeo Savings Bank, Romeo...-......-.- 
Romulus State Bank, Romulus_--_----.- 
Centerville State Bank, Centerville. -.-_.- 


Eaton County Bank, Charlotte_........ 


Ridgefield National Bank, Ridgefield - -. 
West Hudson National Bank, Harrison. 
Union National Bank, Frenchtown_-.-_-- 


Black River National Bank, Lowville- - 
First National Bank, Whitesville-_--~_--- 
Essex County National Bank, Willsboro- 


Croghan National Bank, Croghan. --_-- 
National Ulster County Bank, Kingston. 
Farmers National Bank, Hudson--_..... 


Manufacturers National Bank, Dion... 


Central Bank & Trust Co., Great Neck. 


Depositors National Bank, Durham .--- 
National Bank of Wilson, Wilson. -_..--- 
Durham Industrial Bank, Durham. .-.-.- 
Bank of Morven, Morven.-._....--....--- 


First National Bank, Garrettsville-__...- 
First National Bank, Jackson Center. -- 
First National Bank, St. Clairsville. .-.-- 


First National Bank, Kinsman.-_-...-.-- 
Goshen National Bank, Bethesda------- 
Oxford Bank, Newconerstown-----.---- 
First Savings Bank & Trust Co., Ravenna- 
Brilliant Bank & Savings Co., Brilliant. 


North American Bank Co., Cleveland - - 
Waterville State Savings Bank Co., 
Waterville. 


First National Bank, Baker_......-....- 
Baker State Bank, Baker _............-- 


Western National Bank, York.-.---..--. 

ae ey and Merchants National Bank, 
e 

Bethlehem. National Bank, Bethlehem_. 


Lincoln National Bank, Lincoln -----..- 
Farmers National Bank, Beaver Falls. - 
First National Bank, Wrightsville-____- 
First National Bank, Tarentum. -_-_-_---- 
Peoples National Bank, Stewartstown --. 
Easton Trust Co., Easton............... 
Hill Top Bank, Pitisburgh---.......... 


Fidelity Trust Co., Pittsburgh.......... 
Pioneer Dime Bank, Carbondale-_.....-- 


First Jeannette Bank & Trust Co., 
Jeannette. 





$5, 094, 105 
1, 620, 285 
1, 936, 792 
6, 234, 031 


6, 691,15 9 
2, 965, 095 


4, 029, 245 
5, 333, 384 
6, 645, 822 
1, 374, 005 
7,421, 847 
23, 539, 555 


20, 963, 813 
4, 784, 440 


6, 797, 770: 
52, 964, 990 


12, 498, 560 
15, 519, 739 


Es 
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Consolidations, 
Comptroller of the Currency, year 1959—Continued 





Name of receiving bank Name of absorbed bank 


Hamilton National Bank, Chatta- | 


‘Tennessee: 
nooga. 
Utah: First Security Bank of Utah, N.A., | 
Ogden. 
Virginia: | 
First & Merchants National Bank, Rich- 

mond. 

Lynchburg National Bank & Trust Co., 

Lynchburg. } 
First & Merchants National Bank, Rich- | § 
mond. | 


Peoples National Bank, Charlottesville - - _--_| 
Washington: | 
Puget Sound National Bank, Tacoma---_---- 


Seattle-First National Bank, Seattle___ 


National Bank of Washington, Tacoma - _-- 
National Bank of Commerce, Seattle __--.---| 
| 


Se i es iad awemenedla 


nooga. 
Fillmore State Bank, Fillmore. .--------- 


First National Bank, Ashland 


Bank of Amherst, Amherst---.-.---- : 
Savings Bank & Trust Co., Richmond.-| 


Bank of Greene, Inc., Stanardsville - -__- 


f 


Ridgedale Bank & Trust Co., Chatta- 


Puget Sound National Bank of Midway, | 


Kent. 


Kennewick First National Bank, Ken- | 


newick. 
Security State Bank, Everett - 
Ritzville State Bank, Ritzville 


mergers, and purchase and sale transactions approved by the 


Total re- 

sources of 

absorbed 
bank 


$11, 894, 271 


2, 396, 842 


6, 945, 014 
4, 332, 590 
11, 609, 874 
2, 618, 068 
2, 549, 966 
2, 568, 618 


3, 284, 931 
7, 185, 333 


| 1, 307, 283, 155 





Consolidations, mergers, and purchase and sale transactions approved by the 
State banking departments, year 1959 





| 


Name of receiving bank 


Alabama: 
Limestone County Bank, Athens._....-.-- .| 
Exchange-Security Bank, cn) 

Arkansas: Citizens Bank, Jonesboro... _- 

California: Ist Western Bank & Trust Co., San 

Francisco. | 

Connecticut: 
Fairfield County Trust Co., Stamford.-_-_-_-- | 
City Trust Co., Bridgeport.................. 


| 
Fairfield County Trust Co., Stamford__- “a 


Colonial Bank & Trust Co., Waterbury ----- 

| 
Fairfield County Trust Co., Stamford_..--..- | 
Connecticut Bank & Trust Co., Hartford- -- 


Delaware: 
Bank of Delaware, Wilmington_. aa 
Wilmington Trust Co., W ilmington_- errr 
Farmers Bank of the State of Delaware, 

Dover. 
Do 


eS Se OEE ae 
Farmers Bank of the State of Delaware, | 
Dover. | 
Georgia: 
Citizens & Southern Bank, Albany_.-...---- | 
Albany Trust & Banking Co., Albany-.----| 
Illinois: Citizens 1st State Bank, Walnut___.-_-_- | 
Indiana: 
Union Trust Co., Greensburg. ._........__-- 
Rising Sun State Bank, Rising Sun--_---_---- 
Hancock County Bank, Willow Branch__-_-_-- 
Kansas: 
Farmers State Bank, Wathena---_-_.......--- 
Eskridge State Bank, Eskridge-____- 
Kentucky: } 
Farmers-Deposit Bank, Flemingsburg--_---- 
Fort Thomas Bank, Fort Thomas_--_-_.___-_-- 
Maryland: | 
Mercantile-Safe Deposit & Trust Co., | 


Baltimore. 
County Trust Co. of Maryland,Glen Burnie. 


Farmers & Merchants Bank, Elkmont.. 
American Bank & ‘l'rust Co., Bessemer- 
Farmers State Bank, Jonesboro... .-..---- 
ist National Bank, Tustin- 


Bethel National Bank, Bethel__.......-- 

City National Bank & Trust Co., 
Danbury. 

ist National Bank & Trust Co., Ridge- 
field. 

Citizens & Manufacturers National 
Bank, Waterbury. 

Danbury National Bank, Danbury. ---- 

Thompsonville Trust Co., Thompson- 
ville. 


Ist National Bank, Seaford_.........---- 
lst National Bank & Trust Co., Milford. 
Ist National Bank, Dagsboro-_.........-- 


| Peoples National Bank, Laurel__....---- 
| Seaford Trust Co., Seaford. .......--.--- 


Georgetown Trust Co., Georgetown_-.-_-- 
Lewes Trust Co., Lewes- -- 


Bank of Albany, Albany..............-.. 
Federated Bank, Albany--.-.......-.--.-- 
lst State Bank, Walnut__- 


Clarksburg State Bank, Clarksburg-.--- 
Citizens State Bank, Rising Sun--__.---. 
Mohawk State Bank, Mohawk----.---- 


Fruit Growers State Bank, Wathena_.-_- 
Security State Bank, Eskridge---.......- 


Ewing Deposit Bank, Ewing-..-..-.-..- 
Campbell County Bank, Bellevue--.---- 


| Towson National Bank, Towson__------ 


Kent County Bank, Chestertown..-.--_- 


| 
| 
| 





Total re- 

sources of 

absorbed 
bank 


$386, 000 
4, 909, 000 
2, 940, 000 
4, 267, 360 


7,175, 145 
13, 752, 558 


8, 960, 564 
33, 278, 763 


20, 746, 717 
12, 368, 000 


8, 102, 341 
11, 037, 363 
4, 686, 596 


3, 499, 042 
4, 579, 000 
2, 674, 000 
4, 602, 000 


12, 298, 000 
270, 000 

2, 621, 000 
848, 000 

1, 438, 000 
734, 000 


836, 000 
515, 000 


867, 000 
3, 023, 000 


23, 875, 502 


6, 195, 000 
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Consolidations, mergers, and purchase and sale transactions approved by the 
State banking departments, year 1959—Continued 


Name of receiving bank 


Massachusetts: 
Valley Bank & Trust Co., Springfield 
Berkshire Housatonic Trust Co., Pittsfield 





Gloucester Safe Deposit & Trust Co., | 
Gloucester. 
Michigan: 
Genesee Merchants Bank & Trust Co., Flint 
Do 
Do ‘ 
Bank of Alma, Alma cheat 
Central Michigan Bank, Barryton 
Mississippi: Newton County Bank, Newton_.- 
Missouri: Pulaski County Bank, Richland 
New Hampshire: Merchants Savings Bank, 
Manchester. 
New Jersey: 
Bank of Saddle Brook & Lodi, Saddle Brook _| 
Union County Trust Co., Elizabeth _____- | 
Central Jersey Bank & Trust Co., Freehold_| 
| 





New Mexico: Citizens State Bank, Springer 


New York: 
Northern New York Trust Co., Watertown 


Security Trust Co., Rochester 
State Bank of Albany, Albany Eee Ne bed See 
Marine Midland Trust Co, of the Mohawk 
Valley, Utica. 
Chase Manhattan Bank, New York......--- | 
First Trust & Deposit Co., Syracuse ___.----| 
Morgan Guaranty Trust Co., New York _-.-| 
First Trust Co. of Allegany County, Wells- | 
ville. | 
Manufacturers & Traders Trust Co., Buffalo 
Citizens Central Bank, Arcade __.......---- 
Chemical Bank New York Trust Co., New 
York. 
Security Trust Co., Rochester__- 
North Carolina: 
American Commercial Bank, Charlotte 
Durham Bank & Trust Co., Durham 
Anson Bank & Trust Co., Wadesboro. .- 
Do ee ve 
Scottish Bank, Lumberton __ 
Do 
Branch Banking & Trust Co., Wilson- 
Ohio: 
Reeves Banking & Trust Co., Dover__- 
Oberlin Savings Bank Co., Oberlin 
Peoples-Merchant Trust Co., Canton 
Ohio Citizens Trust Co., Toledo 








Croghan Colonial Bank, Fremont. - 
Peoples-Merchant Trust Co., Canton 
Reeves Banking & Trust Co., Dover... - 
Lorain County Savings & Trust Co., Elyria _- 
Oregon: Security Bank of Oregon, Portland 
Pennsylvania: 
Monroe Security Bank & Trust Co., Strouds- 
burg, 
Altoona Trust Co., Altoona. 
Hollidaysburg Trust Co., Hollidaysburg ; 
First-Bellefonte Bank & Trust Co., Bellefonte 
The Union Bank, Erie. _- 
First Pennsylvania Banking & Trust Co., 
Philadelphia. 
Farmers & Merchants Trust Co., Cham- 
bersburg. 
Union Bank & Trust Co., Bethlehem_ 
Altoona Central Bank & Trust Co,, Altoona 
South Carolina: State Bank & Trust Co., Green- 
wood. 
Vermont; Franklin County Bank, St. Albans_ 


Virginia: State-Planters Bank of Commerce and 
Trusts, Richmond. 
West Virginia: Clay County Bank, Clay. 


Total, 85 banks_- - 





Adirondack National Bank & Trust Co., | 


| DeRuyter State Bank, DeRuyter 


| Brewster Banking Co., Brewster 








Name of absorbed bank 


| 


Ist National Bank, Westfield_.._....__-- | 
Housatonic National Bank, Stockbridge- 
Manchester Trust Co., Manchester 


ist State & Savings Bank, Flushing--_--- 
Peoples State Bank, Flushing 
State Bank of Ortonville 
lst State Bank, Ashley_................- 
State Savings Bank, Remus 
Peoples Bank, Louin os ie ee 
ist National Bank, Stoutland_-__-.___-. 
Mechanics Savings Bank, Manchester-_- 


CP ey ge a a re 

Citizens Trust Co., Summit detegusta 

Long Branch Banking Co., of Long 
Branch. 

Farmers & Stockmens Bank, Wagon 
Mound. 


Saranac Lake 
First National Bank, Wolcott 
National City Bank, Troy _.-_-.._------ 
Ilion National Bank & Trust Co., Ilion. 


Clinton Trust Co., New York 


J. P. Morgan & Co., Inc., New. York. 
Bank of Angelica, Angelica. __—-.2..----- 
Bank of Ellicottville, Ellicottville__..__- 
State Bank of Rushford, Rushford 
New York Trust Co., New York 


Arkport State Bank, Arkport 





First National Bank, Raleigh ____.._.-- | 
Citizens National Bank, Durham. neal 
Bank of Anson, Ansonville. .........--- 
Bank of Peachland, Peachland - 
Bank of Rockwell, Rockwell _._..-..--.- 
Hood System Industrial Bank, Raleigh __ 
Planters Bank, Stantonsburg 


First National Bank, Newconerstown 
Kipton Bank Co., Kipton 


Spitzer-Rorick Trust & Savings Bank, 
Toledo. 

Commercial Bank Co., Green Springs 

Farmers State Bank, Wilmot 

Bolivar State Bank, Bolivar 

Peoples Banking Co.. Oberlin 

Security Bank, Troutdale 


Monroe County National Bank, East 
Stroudsburg. 

First National Bank, Roaring Springs... 

First National Bank, Martinsburg 

First National Bank, Bellefonte 

Home National Bank, Union City-_-- 

Huntingdon Valley Trust Co., Hunting- 
don Valley. 

Marion Bank, Marion. .---- 


Peoples Bank, Bethlehem___ 
Central Trust Co,., Altoona_ 
Congaree Bank, West Columbia_- 


Richford Savings Bank & Trust Co., 
Richford. 

Citizens National Bank, Petersburg 

Bank of Widen, Widen 





Total re- 

sources of 

absorbed 
bank 


$8, 640, 113 
2, 179, 113 
2, 210, 000 


3, 397, 000 
3, 495, 000 
2, 147, 000 
676, 000 
1, 196, 000 
615, 000 
214, 496 
8, 656, 000 


4, 829, 000 
15, 962, 000 
11, 554, 000 


678, 000 


8, 871, 041 


5, 130, 092 
64, 279, 767 
8, 732, 996 


41, 632, 000 
1, 646, 000 
982, 560, 034 
1, 112,000 


2, 615, 000 
1, 250, 000 
859, 453, 200 


2, 635, 000 


11, 453, 202 
8, 682, 590 
380, 000 
454, 000 

1, 565, 000 
2, 401, 000 
1, 565, 000 


4, 918, 906 
1, 364, 000 
1, 134, 000 
16, 279, 000 


2, 000, 000 
1, 123, 000 
1, 213, 000 
5, 573, 000 
1, 180, 000 


5, 838, 080 
1, 791, 316 
1, 697, 549 
7, 143, 616 
1, 938, 798 
8, 422, 000 
838, 000 

9, 127, 000 
12, 163, 000 
3, 623, 000 
1, 728, 000 
17, 076, 994 


473, 000 





2, 380, 996, 854 
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National- and State-chartered banks consolidated, merged, or purchased by other 
National- and State-chartered banks during the year 1958 






































Type Number of Total 
banks resources 
Millions of 
dollars 
National banks consolidated with and into other national banks.............-.-- 15 396 
National banks merged with other national banks__-.............-.-..-.-----.-- 14 117 
National banks purchased by other national banks_.-..............-.-.-.--...--- 13 88 
es ak Te oat acta eicenenonenhmhbosdeebeseuneeses 42 601 
State-chartered banks consolidated with and into national banks_-.-............-- 12 341 
State-chartered banks merged with national banks_--......-........-....-..----- 12 227 
State-chartered banks purchased by national banks_---.................---.-.-- 15 422 
NEB es EEE TEAS EE eR a ee eee 39 990 
District of Columbia national bank purchased by District of Columbia nonna- 
tee ied aihesh ded Den adenwhiecannhes bpuksehwonsneceeus 1 75 
District of Columbia nonnational bank purchased by District of Columbia nonna- 
ei hee eh ee inna ide idiesbinkehhonetaabessesanibcecnunnes 1 389 
hth obh eps ithe iiinnhhs hie Ahancbosansendddadinewceéoand 2 114 
Total approved by Comptroller of Currency.............-...----.-----.--- 83 1, 705 
National banks consolidated or merged with and into State-chartered banks - -_- 17 453 
National banks purchased by State-chartered banks_--..............--.--..----- 5 18 
State-chartered banks merged, consolidated or purchased with or by State-char- 
i ani c. 6 6 nba. Steak naneinacnntddunenkbbnnascebeneucs 46 383 
Total approved by State banking departments. --..................---.--- 68 854 
ee nda matin bn bubinncernnedabonsbeed 151 2, 550 











Consolidations, mergers, and purchase and sale transactions approved by the 


Comptroller of the Currency, year 1958 








Total re- 
Name of receiving bank Name of absorbed bank sources of 
absorbed 
bank 
ono Security-First National Bank, Los | Sun Valley National Bank, Los Angeles.| $11, 770, 500 
ngeles. 
Colorado: 
First National Bank, Walsenburg.-.........- ag State Bank, Walsenburg---.--....- 4, 227, 001 
First National Bank, ss ccintendthbvelenna J. J. Harris & Co. Bankers, Dolores....- 4, 377, 547 
First National Bank, Wray--_--.............. National Bank of W ray, W EE 2, 542, 445 
First National Bank, | ee eet International Trust Co., Denver-....... 73, 713, 822 
Denver U.S. National Bank, Denver-_-_-_.-... U.S. National Bank, Denver_.........-. 141, 201, 766 
Connecticut: 
National Bank & Trust Co. of Fairfield | Greenwich Trust Co., Greenwich-......-. 68, 305, 301 
County, Stamford. 
Connecticut National Bank, Bridgeport..... City National Bank, South Norwalk... 14, 577, 507 
Hartford National Bank & Trust Co., Hart- | Torrington National Bank & Trust Co., 27, 666, 008 
ford. Torrington. 
District of Columbia: 
American Security & Trust Co....-.....-... National Metropolitan Bank_..........- 74, 908, 257 
=e ae Lincoln National Bank -_.....-......... 44, 545, 254 
RE SG ols ccenadcaliscunktbeuntees Mansey Trust Oo. .-.5.2...-seccsesnsacs 38, 424, 559 
ete: Farmers National Bank, Fairbury---_-.- First National Bank, Fairbury--........ 334, 
ana: 
Rushville National Bank, Rushville_........ Citizens State Bank, Manilla........... 1, 093, 676 
Indiana National Bank, Indianapolis P= New Augusta State Bank, New Augusta. 5, 387, 851 
First National Bank of East Chicago........ Union National Bank of Indiana Har- 32, 967, 160 
bor, East Chicago. 
- rote Valley National Bank, French Lick.} French Lick State Bank, French Lick. - 2, 224, 231 
entucky: 
American National Bank & Trust Co., | Potter-Matlock Bank & Trust Co., 4,011, 753 
Bowling Green. Bowling Green. 
tN SMR INE Ee 2 Se ee Deposit Bank, Smiths Grove__.-........ 1, 222, 377 
Maine: First Portland National Bank, Portland.| National Bank of Commerce, Portland_- 20, 348, 056 
a 
‘Becond National Bank, Towson............- First National Bank, Parkton_.......... 1, 732, 177 
Sy 8 a a ae, White Hall Bank, Whitehall_..........-. 1,071, 315 
First National Bank, Baltimore-_-_.........--. Second National Bank, Towson_-.......- 17, 232, 323 
Fidelity-Baltimore National Bank, Balti- | National Bank of Cockeysville........-- 4, 229, 915 





more. 
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Consolidations, mergers, and purchase and sale transactions approved by the 
Comptroller of the Currency, year 1958—Continued 








Total re- 
Name of receiving bank Name of absorbed bank sources of 
absorbed 
bank 
Massachusetts: 
Merchants National Bank, Boston-........- Pilgrim N ational Bank, Boston........- $36, 179, 674 
First-Machinists National Bank, Taunton__| Machinists National Bank, Taunton___- 9, 929, 001 
New Jersey: 
Plainfield a State National Bank, | State Trust Co., Plainfield.............. 21, 724, 040 
Plainfield. 
BER deubcndenthovdoousubaaneseetecewunie Plainfield Trust Co., Plainfield. _....... 55, 834, 703 
First Trenton National Bank, Trenton.....- Trenton Banking Co., Trenton. _-_.._..- 61, 982, 483 
National State Bank, Elizabeth. ...........- Peoples Bank & Trust Co., Westfield __- 19, 930, 541 
National State Bank, Newark..............- Federal Trust Co., Newark. -...........- 85, 539, 146 
New York: 
National Bank of Delaware County, Walton | The National Bank of Andes, Andes_... 1, 546, 738 
Lincoln National Bank & Trust Co., Syra- | Madison County Trust Co., Oneida__.. 7, 199, 406 
cuse. 
First-City National Bank, Binghamton----_. First National Bank, Whitney Point. _. 2, 786, 686 
Emerson National Bank, Warrensburg..-.-..- Luzerne-Hadley Bank, Lake Luzerne... 1, 248, 977 
First-City National Bank, Binghamton. -_... First National Bank, Owego___.__.....- 7, 889, 428 
ay mee | = ational Bank of Long Island, | Fort Neck National Bank, Seaford...._- 47, 098, 626 
untington. 
County National Bank, Middletown..-..--- First National Bank, Warwick_..______- 5, 724, 954 
First National Bank, Poughkeepsie - - _------ The National Bank of Weppinests Falls. 3, 264, 645 
a Commercial Bank & Trust Co., | Hartwick National Bank, Hartwick..... 1, 632, 856 
Albany. 
Franklin National Bank of Long Island, | Central Islip National Bank, Central 10, 302, 643 
Franklin Square. Islip. 
County National Bank, Middletown......--. — Bank of Newburgh, New- 8, 913, 626 
urgh. 
St. Lawrence County National Bank, Can- | State Bank, Norwood_...........-..-..- 2, 528, 966 
ton. 
Oneida National Bank & Trust Co., Utica..| Rome Trust Co., Rome_-.....----..---.- 20, 320, 952 
Lincoln National Bank & Trust Co., Syra- | First National Bank, Cato_...........-- 2, 884, 134 
cuse. 
North Carolina: 
First National Bank & Trust Co., Asheville..| Haywood County Bank, Canton..._..-- 4, 246, 004 
First Union National Bank of North Caro- | First National Bank & Trust Co., Ashe- 45, 656, 594 
lina, Charlotte. ville. 
UI asia cis Sn ce dpaensveiacnstlaiacinissle Sone eb Ublescaliamiiaedl Bank of Lenoir, Lenoir..........-......- 7, 209, 819 
ona D oteiccuebakakadiashesanenadbonnce Union National FPN, SE coco cnccene 6, 917, 684 
0: 
Clinton County National Bank & Trust | New Vienna Bank, New Vienna--.------ 1, 672, 907 
Co., Wilmington. 
Huntington National Bank, Columbus..--.- Market Exchange Bank Co., Columbus. 34, 482, 897 
Milford National Bank, Milford.............| Loveland National Bank, Loveland... -- 2, 538, 015 
Liberty National Bank, Ada_-_-.--............ pF, De, ee 2, 707, 748 
First National City Bank, Alliance..........| City Savings Bank & Trust Co., Alli- , 074, 
ance. 
Society National Bank, Cleveland...........| Society for Savings, Cleveland. -._-_...--- 334, 487, 457 
a = ge Pauls Valley National Bank, Pauls | Bank of Paoli, | is a NN 246, 
alley. 
Pennsylvania: 
oe Nes Bank & Trust Co., Pitts- | Woodlawn Trust Co., Aliquippa.......- 22, 393, 061 
urgh. 
First National OR eee First National Bank, South Fork- -..... 2, 706, 924 
York National Bank & Trust Co., York...-- Union National Bank, Mount Wolf_---- 2, 204, 451 
Mellon National Bank & Trust Co., Pitts- | Barclay-Westmoreland ‘Trust Co.,| 32,648,212 
burgh. Greensburg. 
Central-Penn National Bank, Philadelphia..| Newtown Bank & Trust Co., Newtown. 4, 039, 632 
Valley National Bank, Chambersburg...--..- Peoples National Bank, Lemasters._.-.-. 959, 189 
National-Dime Bank, Shamokin. -..-.--.----. First National Bank vorton.....-... , 548, 086 
First-Grange National Bank, Huntingdon...| Grange Trust Co., Huntingdon Be emunial 4, 422,711 
Miners National Bank, Pottsville. _........- Williamstown Bank, Williamstown. ---- 1, 333, 550 
Philadelphia National Bank, Philadelphia... ay ~~ ape Bank & Trust Co., Phila- 12, 795, 930 
elphia. 
Northeastern Pennsylvania National Bank | Markle Banking & Trust Co., Hazleton. 15, 562, 486 
Trust Co., Scranton. 
Waist es be cot meeidiiidintadae waive aaa Wilkes-Barre Deposit & Savings Bank, 16, 343, 495 
Wilkes-Barre. 
Central-Penn National Bank, Philadelphia... Fypeeee Sateen Bank & Trust Co., 17, 486, 203 
anghorne. 
Miners National Bank, Pottsville. ......-..- Union National Bank, Minersville-.---- 5, 110, 768 
Bradford National Bank, Bradford .-.-.-- ....-| Citizens National Bank, Bradford_...... 9, 000, 464 
——we American National Bank, Car- | American National Bank, Ebensburg. -- 3, 401, 332 
rolltown. 
First National Bank & Trust Co., Red Lion.| First National Bank, Stewartstown.--... 1, 822, 322 
Union National Bank, Pittsburgh...........| Allegheny Trust Co., Pittsburgh..--.-..- 11, 160, 438 
Rhode Island: Industrial National Bank, Provi- | First National Bank of Smithfield, 2, 706, 009 
dence. Slatersville. 
South Carolina: South Carolina National Bank, | First National Bank, Camden. .---..-.-- 5, 194, 375 


Charleston. 
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Consolidations, mergers, and purchase and sale transactions approved by the 
Comptroller of the Currency, year 1958—Continued 





Name of receiving bank 


| 





Name of absorbed bank 





Texas: First Hutchings-Sealy National Bank, 
Galveston. 
Vermont: Vermont National & Savings Bank, 
Brattleboro. 
Virginia: 
First National Bank, Newport News. ; 
Peoples National Bank, Charlottesville____-_- 
Washington: 
National Bank of Commerce, Seattle 
Seattle-First National Bank, Seattle_- ‘ 
W yoming: Shoshone-First National Bank, C ody. 


Total (83 banks).......---- bnbanhiowesdacuts 





| 
National Bank, eine sina 


Hutchings-Sealy 
veston., 
Vermont Savings Bank, Brattleboro 


Warwick National Bank, Warwick 
National Bank of Gordonsville. 


Farmers & Merchants Bank, Deer Park.| 
North Western Bank, Spokane. Siena 
First National Bank, "Cody. eB oae: | 


Total re- 


sources of 
absorbed 


bank 


$29, 966, 
28, 603, 


4, 094, 
1, 890, 


1,311, 
3, 465, 


657, 


1, 704, 645, 


736 
138 
076 
681 
O83 


663 
461 





Consolidations, mergers, and purchase and sale transactions 


State banking departments, 1958 


approved by the 





Name of receiving bank 





California: 
Title Insurance & Trust Co., Los Angeles--- 


California Bank, Los ——_ Se 
Do-- ‘ x Sexe aA tela : 
Connecticut: 
Union & New Haven Trust Co., New Haven. 
Fairfield County Trust Co., Stamford_ 


Riverside Trust Co., Hartford_- 
Connecticut Bank & Trust Co., Hartford 
Indiana: 
Salem Bank & Trust Co., Goshen 
Farmers Bank, Frankfort 
Iowa: 
tae Security Bank & Trust Co., Charles 


c potral State Bank, Elkader-_-. 
Kansas: 
Bank of Perry, Perry : 
McPherson-Citizens 
McPherson. 
Kentucky: 
First & Peoples Bank, Springfield_ 
Farmers Liberty Bank, Augusta 
Salem Bank, Salem ; 
Maine: Depositors Trust Co., Augusta. 
Maryland: 
County Trust Co., Cambridge. 


State Bank, 


Maryland State Bank of Montgomery 
County, Gaithersburg. 
Union Trust Co. of Maryland, Baltimore 
Massachusetts: Valley Bank & ‘Trust Co., 
Springfield. 
Michigan: 


—— Commercial & Savings Bank, Flint. 
Mictenc 
Huron County Bank, Harbor Beach 
American Bank & Trust Co., Lansing 
Citizens Commercial & Sav ings Bank, Flint_ 
Old Kent Bank & Trust Co., Grand Rapids z 
Farmers & Merchants State Bank, Sebe- 
waing. 
Missouri: Security-Mutual Bank & Trust Co., 
St. Louis. 





New Paris State Bank, New Paris 





Name of absorbed bank 


Total re- 
sources of 
absorbed 


bank 





Union Title Insurance 
Diego, 

First National Bank, Palmdale--- 

Bank of Northridge, Los Angeles 


& Trust Co., San 


Ansonia National Bank, Ansonia. --. 

First National Bank & Trust Co., New 
Canaan. 

Bankers Trust Co., Essex--- “of 

Manchester Trust C o., M anchester. 


Farmers State Bank, Mulberry-- 


Ionia Savings Bank, Ionia- 


| ea ASS 


Farmer State Bank, 


State Bank of Ozawkie, Ozawkie_ 
Windom State Bank, Windom._-.--- 


First National Bank, Springfield 
Augusta Liberty Bank, Augusta- 
Smithland Bank, Smithland 

Knox County Trust C 0., Rockland. 


Tilghman Bank, Tilghman 
First National Bank, Gs iithersburg- 


Reisterstown-Glyndon Bank, Reisters- 
town. 
Springfield National Bank, Springfield 


First State & Savings Bank, Holly. 
State Bank of New —--- 

State Bank of Harbor Beach.- 

Central Trust Co., Lansing . - -- 
Shiawassee County Bank, Durand_. 
Peoples National Bank, Grand Rapids 
State Savings Bank, Gagetown. 





Security National Bank Savings & Trust | 
Co., St. Louis. 


$4, 638, 


2, 888, 


4, 114, 


9, 632, 
17, 651, 
1, 323, 
, 291, 


-_ 
on 


— RD 


908, 
665, 


658, 
295, 


Ss 


a> 


615, 
, 095, 


o 


ag 


20, 714, 


, 003, 
aon, 


000, 
876, 
784, 

314, 


594, 


, 583, 


, 832, 
, 395, 
, 173, 
160, 
, 135, 
, 363, 

870, 


000 


720 
000 


547 
171 


000 
000 


000 
000 


000 
000 


000 
000 


179 
000 
000 
000 


000 
123 


000 


695 


000 
000 
000 
000 
000 
994 
000 


196 
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Consolidations, mergers, and purchase and sale transactions approved by the 





State banking depar 


tments, 1958—Continued 





Name of receiving bank 





New Jersey: 


New York: 


North Carolina: 


Oregon: Citizens Bank, Oswego 
Ohio: 


Pennsylvania: 


U.S. Savings Bank, Newark.---- 
Do 


Tradesmens Bank & Trust Co., Vineland --_| 
Union Trust Co., Wildwood_ - --.-- 
New Jersey Bank & Trust Co., Clifton 


Hudson City Savings Bank, Jersey City 
Trenton Trust Co,, Trenton 
T’rust Co. of Morris County, Morristown. 


First Trust & Deposit Co., Syracuse 


Security Trust Co., Rochester___----- . 

Lincoln Rochester Trust Co., Rochester ---_. 

First Trust Co. of Allegany County, Wells- 
ville. 

Central Bank & Trust Co., Great Neck. .--- 





Federation Bank & Trust Co., New York--- 
Commercial Bank of North America, New | 


York. | 
Marine Midland Trust Co. of Rockland | 
County, Nyack. 
Marine Midland Trust Co. 
New York, Elmira. 
United Bank, Star Lake anthiteias fa~cbh aes 
Marine Midland Trust Co. of Central New 
York, Syracuse. 
Marine Midland Trust Co. of the Mohawk 
Valley, Utica. 
Do_. 


of Southern 


Peoples Bank & Trust Co., Rocky Mount- - 
Branch Banking & Trust Co., Wilson__.---- 
Northwestern Bank, North Wilkesboro 


Farmers & Citizens Bank, Lancaster. _----_-- 
Reeves Banking & Trust Co., Dover -_--- . 
Farmers & Citizens Bank, Lancaster _------ 


Fidelity Trust Co., Pittsburgh__.-..-..--.--- 

Peoples Union Bank & Trust Co., McKees- 
port. 

Girard Trust Corn Exchange Bank, Phila- 
delphia. 

Egypt Schnecksville Bank, Egypt---..------ 

hd Philadelphia Trust Co., Philadel- 
phia. 

Central Trust Capital Bank, Harrisburg_-- -- 

Fidelity Trust Co., Pittsburgh. ___._._- 3 

Guarantee Trust & Safe Deposit Co., Sha- 
mokin. 

Montgomery County Bank & Trust Co., 
Norristown. 

Windber Trust Co., Windber___--..-..---.- 

Texas: Wellington State Bank, Wellington.. 


| Citizens Bank, Sugarcreek 





Total (68 banks) 





Name of absorbed bank 


Total re- 

sources of 

absorbed 
bank 





Franklin Savings Institution, Newark 
Half Dime Savings Bank, Orange__-. _-. 
Peoples Bank, Port Norris noe 
Wildwood Trust Co,, Wildwood_____- 
Passaic-Clifton National Bank & Trust 
Co., Clifton, 

North Bergen Trust Co., North Bergen. 
Prospect National Bank, Trenton 
First Bank & Trust Co., Madison 


National Bank & Trust Co. of Skanea- 
teles. 

Baldwins Bank, Penn Yan 

Citizens Bank, Penn Yan____._......--- 

Union National Bank, Friendship 


Lynbrook National Bank & Trust Co., 
Lynbrook. 

Citizens Bank, Brooklyn__......-.--.---- 

Bank of North America, New York_--- 

State Bank of Pear] River 


Citizens National Bank, Waverly------- 
First National Bank, Harrisville. _--_--- 
Camillus Bank, Camillus-_-_--.-- ieornk 


First National Bank, Herkimer _-------- 
Farmers National Bank & Trust Co., 
Rome. 


Bank of Edenton, Edenton. _- 
Wilson Industrial Bank, Wilson 
State Trust Co., Hendersonville 
Oswego State Bank, Oswego_- 


Rushville Banking Co., Rushville 


Farmers & Merchants Bank Co., Carroll 


Allegheny Valley Trust Co., Verona_--- 

Vandergrift Savings & Trust Co., Van- 
dergrift. 

Upper Darby National Bank, Upper 
Darby. 

Schnecksville State Bank, Schnecksville, 

Abington Bank and Trust Co., Abing- 
ton. 

Capital Bank & Trust Co., Harrisburg-- 

Potter Bank & Trust Co., Pittsburgh__- 

First National Bank, Elysburg 


National Bank of Pottstown, Pottstown 


St. Michael National Bank, St. Michael. 
First National Bank, Wellington 


| 





$37, 252, 000 
34, 032, 000 
1, 770, 000 
4, 118, 000 
145, 518, 776 
8, 734, 000 
10, 233, 552 
23, 823, 000 
$4, 236, 073 
7, 707, 000 
7, 651, 000 
1, 751, 679 
18, 782, 132 


14, 366, 000 
29, 248, 000 


5, 407, 000 
5, 526, 371 


1, 049, 749 
4, 086, 000 


14, 960, 422 
18, 168, 206 


4, 552, 000 
2, 473, 000 
12, 797, 000 
1, 456, 000 


4, 628, 000 
3, 136, 000 
605, 000 


6, 794, 000 
10, 456, 000 


52, 577, 138 


1, 827,000 
7, 009, 000 


20, 275, 000 
61, 183, 000 
1, 904, 017 


27, 705, 599 
801, 802 
2, 446, 508 





854, 336, 649 
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National- and State-chartered banks consolidated, merged, or purchased by other 
National- and State-chariered banks during the year 1957 





















































Type Number of} Total re- 

banks sources 
Millions of 

dollars 
National banks consolidated with and into other national banks. nae 21 $528 
National banks merged with other national banks__-------_----_-_- ee 6 35 
N " 1 4 
28 567 
19 345 
16 185 
20 46 
Sindhi kitted aethchie sauna es iamtbadiescscareinseceouccesnsnsaqncs 55 576 
Total approved by Comptroller of Currency......-......-.-.-----.------- 83 1, 143 
National banks consolidated or merged with and into State-chartered banks... -- 19 280 
National banks — by State-chartered banks_--.--.._...-....--..--....--- 7 41 
Se ae anks merged, consolidated, or purchased with or by State- 

CE BO Matha isn canctbnepdbenasssabscantnG@euascwccedsiwocnodes 56 838 
Total approved by State banking departments. -._....-.........-..-.----- 82 1, 159 
Is ns a eeicadiaaSbanbns b: Srtinednastinwaibenecsy 165 2, 302 

Consolidations, mergers, and purchase and sale transactions approved by 
Comptroller of Currency Ray M. Gidney, year 1957 
Total re- 
Name of receiving bank Name of absorbed bank sources of 
absorbed 
bank 
y pone onag Selma National Bank, Selma---_...--- Selma Trust & Savings Bank, Selma...- $7, 787, 549 
ma: 
The Valley National Bank, Phoenix.-..__-.-- Bank of Flagstaff, Flagstaff_..........-- 6, 031, 462 
cant National Bank of Arizona, Phoenix....| The Bank of Arizona, Prescott... ......- 25, 660, 889 
fornia: 
The Bank of California, National Associa- | Modesto Bank & Trust Co., Modesto... 16, 583, 588 
tion, San Francisco. 
Security-First National Bank, Los Angeles..; Bank of Laguna Beach, Laguna Beach... 7, 763, 347 
_, SR OARS a ST ea Re epee Broadway State Bank, Los Angeles----- 18, 865, 000 
Rie btle thew capes + cccdonen dade Citizens National Trust & Savings 214, 083, 388 
Bank, Riverside. 
OR Ae ee ae Ab we wink aaah Connsy Trust & Savings Bank, San 151, 806, 512 
ego. 
The Bank of California, National Associa- | Placer County Bank, Auburn.........-- 11, 793, 519 
tion, San Francisco. 
Offeens Nethened Trust & Savings Bank, | Bank of Apple Valley, Apple Valley-.-. 3, 882, 965 
verside. 
Connecticut: 
Connecticut National Bank, Bridgeport--.--- Waterbury Trust Co., Waterbury--..--- 14, 852, 312 
oa = Haven National Bank, New | New Haven Bank, National Banking 42, 035, 960 
Association, New Haven. 
District” of "Oolgusbie: The National Bank of | Liberty National Bank, Washington, 41, 336, 738 
ree. D.C. D.C, 
Idaho First National Bank, Boise. -......-.. Homedale State Bank, Homedale_.-.---- 1, 868, 512 
DR cic ndehe + ooneebiicedbbecntccdos ss] EE Wee GREK, BEOTEN............ 1, 318, 351 
First Security Bank of Idaho, National | American Bank & Trust Co., Lewiston... 6, 759, 598 
Association, Boise. 
ne ro Belleville National Savings Bank-----_- Belleville Savings Bank, Belleville------ 11, 911, 879 
ana: 
Purdue National Bank, Lafayette_-_-______._- Purdue State Bank, West Lafayette_--- 7, 589, 564 
a oe, National Bank & Trust | Wanamaker State Bank, Wanamaker--.- 4, 863, 754 
0., Indianapolis. 
Tony ‘Mesdents National Bank, Michigan | Wanatah State Bank, Wanatah--------- 1, 470, 967 
First National Denk; Miers. .............. Citizens State Bank, Bristol__......-.-- 1, 130, 161 
Sas: 
First National Bank, Topeka-....._...-..-.--- National Bank of Topeka, Topeka------ 45, 902, 769 
Hutchinson National Bank & Trust Co. .. | Hutchinson State Bank, Hutchinson-.-- 12, 557, 106 
Hutchinson. 
First National Bank, Belleville_......__- Agenda State Bank, Agenda--.-........-- 946, 253 
Bank of Upton, Upton........-......-.. 731, 532 





Kentucky: First- Hardin’ National Bank, Eliza- 
bethtown. 
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Consolidations, mergers, and purchase and sale transactions approved by 


Comptroller of Currency Ray M. Gidney, year 1957—Continued 








Total re- 
Name of receiving bank Name of absorbed bank sources of 
absorbed 
bank 
Maine: First National Bank, Biddeford-_--..---- South Berwick Trust Co., South Ber- $1, 492, 588 
wick. 
Maryland: Farmers & Mechanies-Citizens Na- | Union Bridge Banking & Trust Co., 4, 849, 015 
tional Bank, Frederick. Union Bridge. 
Massachusetts: 
Merrimack Valley National Bank, Haverhill_| Methuen National Bank, Methuen--_-. 6, 974, 187 
Merchants-Warren National Bank, Salem...| Warren National Bank, Peabody- -----. 7, 973, 136 
Haverhill National Bank, Haverhill..--...-- Haverhill Morris Plan Banking Co., 490, 399 
Haverhill. 
Michigan: 
— National Bank & Trust Co., Bay | Bay Trust Co., Bay City_......-...-.-. 3, 079, 259 
City 
Ocunauntty National Bank, Pontiac. _--_---- Orion State Bank, Lake Orion-.-....... 4, 735, 094 
Minnesota: Northern City Nation: il Bank, Du- | City National Bank, Duluth__.......--- 19, 604, 623 
luth 
New Jersey: 
National State Bank, Newark__._.-....--.-- Citizens National Bank & Trust Co., 10, 264, 875 
Caldwell 
The National State Bank, Elizabeth _.....- First National Bank & Trust Co., Sum- 13, 848, 141 
mit. 
Boardwalk National Bank, Atlantic City Ventnor City National Bank, Ventnor 13, 550, 378 
City. 
Montclair National Bank & Trust Co., | Montclair Trust Co., Montelair__....... 49, 214, 334 
Montclair. 
New York: 
Lincoln National Bank & Trust Co., Syra- | Fair Haven National Bank, Fair Haven- 925, 396 
cuse. 
Meadow Brook National Bank of Nassan | Bank of Malverne, Malverne__--------- 10, 009, 358 
County, Freeport. 
Chautauqua National Bank, Jamestown___.| Lake Shore National Bank, Dunkirk _- 11, 619, 367 
First National Bank, Spring Valley --------- First National Bank, Sparkill_.......--. 5, 176, 183 
First National Bank, Herkimer _...----- Middleville National Bank, Middleville. 2, 274, 298 
National Bank & Trust Co. of Norwich. First National Bank, Grand Gorge _..-.- 2, 296, 357 
Farmers National Bank & Trust Co., Rome.| First National Bank, Remsen _...-.-...-- 1, 958, 191 
Rockland National Bank, Suffern._......_-- National Bank of Haverstraw & Trust 5, 202, 834 
Co., Haverstraw. 
First National Bank, Cortland___........... First National Bank, Marathon_........ 1, 841, 607 
Oneida National Bank & Trust Co., Utica_.| First National Bank & Trust Co., Cam- 3, 633, 028 
Belfast National Bank, Belfast. _____-- Bank of Belfast, Belfast_................ 962, 456 


Canandaigua National Bank & Trust Co., 
Canandaigua, 
Franklin National Bank of Long Island, 
Franklin Square. 
Security National Bank, Huntington-..._-.._- 
National Commercial Bank & Trust Co., 
Albany. 
Lincoln National Bank & Trust Co., Syra- 
cuse. 
North Carolina: 
First National Bank & Trust Co., Asheville- 
Do 


Ohio: 
Winters National 
Dayton. 
First National Bank, Cambridge_........... 
Central National Bank, Cleveland. 
First National Bank, Canton __.....--..-.-.. 
First National Bank & Trust Co., Lima_...- 
Pennsylvania: 
Western Pennsylvania National Barik, Mc- 
Keesport. 
National-Dime Bank, Shamokin----........ 


Bank & Trust Co., 


Miners National Bank, Wilkes-Barre.._....- 
Harrisburg National Bank, Harrisburg-_---.-- 
Oil City National Bank, Oil 3 a EES 
First-Second National Bank & Trust Co., 
Wilkes-Barre. 
First National Bank, Everett ._............- 
Western Pennsylvania National Bank, Mc- 
Keesport. 
South Carolina: 
Carolina National Bank, Easley 
South Carolina National Bank, Ch: irleston_. 
Texas: First National Bank, Quanah_-......--... 


51677—60——-3 





State Bank of Suffolk, Bay Shore- -- 


Long Island State Bank & Trust Co., 
Riverhead. 
Bank of Waterford, Waterford.-.......- 


Seneca County Trust Co., Seneca Falls 


Transylvania Trust Co., Brevard 
First National Bank, Waynesville 


Phillipsburg State Bank, Phillipsburg 


Cambridge Bank, Cambridge. -........- 
The Brecksville Bank, Brecksville--.-.- 
Minerva Savings & Bank Co., Minerva. 
Citizens & Farmers Bank, Spencerville 


First National Bank, Houston-.-......-- 


Shamokin Banking & Trust Co., Sha- 
mokin. 

First National 
Wilkes-Barre). 

Second National Bank, Mechanicsburg. 

First National Bank, Emlenton___....-- 

Second National Bank, Wilkes-Barre _ _- 


Bank, Ashley (P.O. 


Farmers State Bank, Woodbury---...-- 
Bank of Brentwood, Brentwood- 


Liberty Bank, Liberty ................. 
First National Bank, Greenville__...... 
First State Bank, Goodlett__............ 





2, 220, 192 
31, 144, 420 
7, 354, 226 
6, 692, 466 
5, 283, 317 
3, 751, 940 
6, 331, 216 
1, 285, 741 
3, 633, 421 
8, 482, 125 
7, 323, 891 
3, 201, 843 
2, 837, 818 
2, 159, 181 
9, 121, 449 
6, 475, 740 
8, 881, 471 
34, 836, 574 
1, 208, 425 
6, 190, 711 


928, 125 
34, 503. 349 
256, 967 
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Consolidations, mergers, and purchase and sale transactions approved by 
Comptroller of Currency Ray M. Gidney, year 1957—Continued 








Utah: 


Total re- 
Name of receiving bank Name of absorbed bank sources of 
absorbed 
bank 
First Security Bank of Utah, National Asso- | Monroe State Bank, Monroe__.________- $2, 060, 111 
ciation, Ogden. 
Zions First National Bank, Salt Lake City-- ane a Sg Bank & Trust Co., Salt 36, 843, 455 
wake City. 
RI 2 PS UE ae poe eee Utah Savings & Trust Co., Salt Lake 15, 263, 277 
City. 
Vermont: Howard National Bank & Trust Co., | Barton Savings Bank & Trust Co., 5, 678, 595 
Burlington. Barton. 


Virginia: 
Wythe County National Bank, Wytheville 
National Bank of Commerce, Norfolk 

Washington: 

National Bank of Commerce, Seattle 


Do 
Peoples National Bank of W ashington, 
Seattle. 
National Bank of Washington, Tacoma 
Seattle-First National Bank, Seattle ___.---- 
Wisconsin: First National Bank, Maiden Rock 
Tota) (83 banks) 





Bank of Crockett, Inc., Crockett._____- 
Merchants & Planters Bank, Norfolk - -- 


Bank of Pomeroy, Pomeroy -.-......--- 
Broughton National Bank, Dayton 
Central Washington Bank, Moses Lake_ 


Washington National Bank, Ellensburg. 


Lewis County State Bank, Centralia___- 
Bank of Maiden Rock, Maiden Rock--- 





488, 454 
24, 164, 160 


2, 323, 450 
4, 481, 364 
3, 479, 994 


8, 790, 762 
2, 561, 323 
705, 039 


1, 142, 448, 371 





Consolidations, mergers, 


State banking departments, year 1957 


and purchase and sale transactions approved by the 








Total re- 
Name of receiving bank Name of absorbed bank sources of 
absorbed 
bank 
Alabama: Exchange-Security Bank, Birming- | Security Commerical Bank, Birming- $13, 364, 000 
ham. am. 
Arizona: Bank of Douglas, Phoenix. -._.......-- Farmers & Stockmans Bank, Phoenix.-- 27, 582, 000 
California: 
California Bank, Los Angeles.............-.-- Commercial National Bank, Santa Ana. 29, 355, 341 
ee ee ed cssig pitied Antelope Valley Bank, Lancaster__._-_-__- 6, 967, 000 
OE DOT IES EO ITE AR ROE Newport Harbor Bank, Newport Beach 6, 063, 000 
(Corona del Mar). 
Pajaro Valley Bank, Watsonville._........-- Pease Valley National Bank, Watson- 12, 738, 496 
ville. 
California Bank, Los Angeles.............-.-- gj ~~ anna & Savings Bank, 8, 757, 000 
Norwalk. 
RS, RE Rel etek Re a pare se Mariners Bank, Newport Beach..._.__- 6, 199, 000 
Union Bank & Trust Co., Los Angeles. - - -.- Occidental Savings & Commercial 18, 182, 000 
Bank, Los Angeles (North Holly- 
wood). 
First Western Bank & Trust Co., San | Bank of Los Angeles at Westwood, Los 7, 139, 000 
Francisco. Angeles (Westwood Village). 
Connecticut: 
Stamford Trust Co., Stamford.............-- The Trust Co. of Old Greenwich, Old 9, 033, 000 
Greenwich. 
The “Waa County Trust Co., Stamford..| First National Bank, Greenwich. -__...-- 21, 210, 948 


Colonial Trust Co., Waterbury.............. 
City Trust Co., Bridgeport cis demmeadiiel 


Greenwich Trust Co., Greenwich_........_-- 

Delaware: Equitable Security Trust Co., Wil- 
mington. 

Georgia: Citizens & Southern Bank, Atlanta_... 


First U nion Bank & Trust Co., Winamac-__. 
Maryland: 

Maryland Trust Co., Baltimore.___........- 

Savings Bank of Baltimore, Baltimore_-_-...- 





National Bank of Norwalk, Norwalk.... 

Naugatuck National Bank, Naugatuck. 

South Norwalk Trust Co., South Nor- 
walk. 

Security Bank & Trust Co., Stamford... 

National Bank of Smyrna, Smy ise 

Citizens & Southern Buckhead Bank, 
Atlanta. 


First National Bank, Caldwell__._.....- 
Bank of Eastern Idaho, Idaho Falls_.._- 
First National Bank, Vienna_........... 
Oaklandon State Bank, Oaklandon 
Southport State Bank, ‘Southport. a 
Medaryville State Bank, Medaryviille.. 


Randallstown Bank, Randallstown. .- 
Metropolitan Savings Bank, 





Baltimore _| 


16, 376, 658 
15, 109, 430 
29, 153, 000 


11, 970, 000 
3, 256, 991 


8, 975, 000 


15, 538, 273 
2, 273, 000 
2, 254, 606 
4, 168, 000 


3, 821, 000 
1, 573, 000 


7, 848, 000 
30, 582, OVO 











= ws 


18 
58 


0 
pl 


73 
06 
100 
O00 
100 


00 
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Consolidations, mergers, and purchase and sale transactions approved by the 
State banking departments, year 1957—Continued 











Total re- 
Name of receiving bank Name of absorbed bank sources of 
absorbed 
bank 
Massachusetts: v a 
Newton Savings Bank, Newton---...-...--- ethane Center Savings Bank, Newton $22, 235, 000 
Senter. 
Suffolk Franklin Savings Bank, Boston.....| Franklin Savings Bank, Boston______.-- 79, 128, 000 
Arlington Trust Co., Lawrence.._.....------ Lawrence Morris Plan Banking Co., 437, 000 
Lawrence. 
Worcester 5 Cent Savings Bank, Worcester..| Grafton Savings Bank, Grafton_-.___-_-- 3, 609, 000 
ieee Trast O6., DOM on becincckknonusances areas National Bank, 15, 433, 435 
synn. 
Michigan: : 
Old Kent Bank & Michigan Trust Co., | Michigan Trust Co., Grand Rapids--_--- 7, 461, 000 
Grand Rapids. 
Citizens Commercial & Savings Bank, Flint.}| Otisville State Bank, Otisville_.-...._-- 1, 601, 000 
Muskegon Bank & Trust Co., Muskegon....| Muskegon Trust Co., Muskegon-------- 717, 000 
Security First Bank & Trust Co., Grand | Ravenna State Bank, Ravenna. -.----.-- 2, 842, 000 
Haven. 
BG Ol ARR: TNs on ae cdoenecumcsansace Alma State Bank, Alma----.-....-------- 5, 454, 000 
Genesee Merchants Bank & Trust Co., | Merchants & Mechanics Bank, Flint... 34, 047, 000 
Flint. 
Frankenmuth State Bank, Frankenmuth_..| Birch Run State Bank, Birch Run_-_---- 2, 067, 000 
Monroe State Savings Bank, Monroe--- _| Petersburg State Bank, Petersburg-____-- 4, 912, 000 
Muskegon Bank & Trust Co., Muskegon_..| State Bank of Whitehall, Whitehall___-- 3, 645, 000 
Mississippi: 
Bank of Brooksville, Brooksville. ..........- Artesia State Bank, Artesia_...........- 277, 000 
Missouri: 
First State Bank, Forest City- ...| Citizens Bank, Fortescue -..-.........-- 222, 000 
Merchants-Produce Bank, Kansas C ity. .| Produce Exchange Bank, Kansas City-- 8, 644, 000 
Suburban Bank, Kansas City---.--.-- -| Savings Bank of Kansas City, Kansas 352, 000 


New Jersey: 
County Bank & Trust Co., Paterson 
Peoples Trust Co. of Bergen County, 
ensack. 
New York: 
First Trust & Deposit Co., Syracuse - - - 
Jamaica Savings Bank, Jamaica-_..-..---.- 


First Trust & Deposit Co., Syracuse - - - 

The First Trust Co. of Alleg any County, 
Wellsville. 

Bank of North America, New York- -- 


Manufacturers & Traders Trust Co., 
Chase Manhattan Bank, New York.-- 


Manufacturers & Traders Trust Co. 

Long Island Trust Co., 
North Carolina: 

American Commercial Bank, Charlotte-. 

Northwestern Bank, North Wilkesboro. - 


Garden C ity e 


_ 

Peoples- Merchants Trust Co., 
Tiffin Savings Bank, Tiffin. 
Citizens Commercial Bank, Celina ‘ 

Pennsylvania: 
Harrisburg Trust Co., Harrisburg. 
Dauphin Deposit Trust Co., Harrisburg 
First Bank & Trust Co., Mechanicsburg 


Canton 


Provident Tradesmens Bank & Trust Co., 


Philadelphia. 
Central Trust Co., Harrisburg 
Montgomery County Bank «& 

Norristown. 
Peoples Trust Co., Wyomissing. -- 


Upper Main Line Bank, Berwyn 


Girard Trust Corn Exchange Bank, Phila- 
delphia. 
Do 
First Seneca Bank & Trust Co., Oil City 


Provident 
Philadelphia. 

Dauphin Deposit Trust Co., 

Harrisburg Trust Co., 


Harrisburg 
Harrisburg. 


1 See footnote at end of table, p. 32. 


Buffalo 


, Buffalo 


Trust Co., 


Tradesmens Bank & Trust Co., 


Hack- 








City. 


Haleden National Bank, Haledon______- 
First National Bank, Oradell 


Cazenovia National Bank, Cazenovia_-- 

Rockaway Savings Bank, Far Rock- 
away. 

First National Bank, Morrisville.....--- 

| Canaseraga State Bank, Canaseraga. -.-- 


College Point National Bank of New 
York, College Point. 

First National Bank, Silver Creek... _- 

Staten Island National Bank & Trust 
Co., (Post Office, Port Richmond) 
New York. 

Citizens Trust Co., Fredonia_..........- 

Freeport Bank, Freeport-.............-- 


Commercial National Bank, Charlotte-. 
Peoples Loan & Savings Bank, States- 
ville. 


Ohio-Merchants Trust Co., Massillon.-.- 
Exchange State Bank, Bloomville_-_- 
Citizens Banking Co., Celina. -__._..-__- 


Highspire State Bank, High Spire 
Carlisle Trust Co., Carlisle __- 
Mechanicsburg Bank, Mechanicsburg.-. 


Tradesmens Bank & Trust Co., Phila- 
delphia. 

Allison-East End Trust Co., Harris- 
burg. 


Penn Valley National Bank, Hatfield 


Strausstown National Bank, Strauss- 
town. 

Berwyn National Bank, Berwyn. 

National Bank of Narbeth, Narbeth.__- 


Ambler National Bank, Ambler 

First National Bank, Grove City_-_- 

Merchants National Bank, Quaker- 
town. 

Peoples Bank, Steelton__. 

Steelton Bank & Trust Co.,  Steelton__.. 





10, 186, 803 
7, 100, 569 


3, 625, 271 
26, 429, 000 


1, 889, 967 
967, 000 


8, 287, 319 
4, 989, 887 
36, 378, 233 
11, 080, 000 
14, 222, 000 
54, 047, 004 
9, 804, 000 


18, 540, 000 
0, 000 
3, 537, 000 


$1, 751, 000 
7, 354, 000 

1, 624, 000 
301, 672, 378 
9, 558, 000 
8, 007, 673 
1, 275, 484 


6, 929, 548 
13, 352, 406 


9, 564, 903 
6, 115, 961 
12, 658, 207 


5, 007, 000 
6, 812, 000 
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Total re- 
Name of receiving bank Name of absorbed bank sources of 
absorbed 
bank i 
| 
South Carolina: 
State Bank & Trust Co., Greenwood__......| Commercial State Bank, Whitmire... -_- $1, 187, 000 
Do. __.-.-.-| Lower Main Street Bank, Columbia... 6, 123, 000 } 
Bank of Orangeburg, ‘Orangeburg... pele don .--| Branchville Depository, Branchville. -- 170, 000 i 
vteh: Bank of St. George, St. George. ._._.-..-- State Bank of Hurricane, Hurricane. - 1, 616, 000 
ermont: 
Franklin County Bank, St. Albans____...-.- Richford National Bank, Richford- 1, 258, 639 
Tee Vermont Bank & Trust Co., Brattle- | Windham National Bank, Bellows Falls. 4, 167, 274 
ro. 
Virginia: Southern Bank, Norfolk_..............| Bank of Norview, Norfolk....--.------ 2, 981, 000 
Wisconsin: Citizens Bank, Sheboygan-.........- Bank of Sheboygan, Sheboygan-_.---.-- 15, 495, 000 
SN ca es eS eneneeiiannindenenokinnees enews 1, 159, 307, 694 











1 The Citizens Banking Co. with assets of $3,537,000 and the Commercial Bank Co. with assets of $6,679,000 
consolidated under the charters of both banks to form the Citizens Commercial Bank. 


Recapitulation of consolidations, mergers, assumptions, not requiring approval 
of appropriate Federal bank supervisory agency, 1955 through 1959 } 


I. State bank member of Federal Reserve System the continuing bank: Approval 
of Board of Governors of Federal Reserve System not required because the 
total capital stock or surplus of the resulting or assuming bank was not 
less than the aggregate capital stock or aggregate surplus, respectively, of / 
all the merging or consolidating banks or all of the parties to the assump- 
tion of liabilities. 











Requiring Not requiring Total resources 
Year Board Board Total cases not re- 
approval approval quiring Board’s 
approval 

Ct niokieddadadedtsatdudienvbckadets 38 30 68 | $6, 431,058, 718 
NS a ale tacincdec sbsiiin wer vonacaaiicueee = mle msacergin 30 24 54 214, 314, 252 
| SRV aN ey Fee) ng Eee 21 20 41 276, 574, 435 
1958 _- . 21 23 44 523, 258, 520 
8S. AE ERT be FE a Ree See 23 19 42 1, 988, 983, 797 
Di cikansblbicathotalonateweas 133 116 249 9, 434, 189, 722 




















Bank consolidated, merged, or assumed, and its total 








resources Effec- 
Continuing bank tive 
date 
Name Resources 
1956 


— Trust Co., San Francisco, 
if. 
Eaton County Bank, Charlotte, Mich__- 


Citizens State Bank, Wausau, Wis_....- 


Monterey County Trust & Savings 


Bank, Salinas, Calif. 


Barber State Bank, Vermontville, 


Mich 


Merchants & Farmers State Bank, 


$62,939,000 | Jan. 3 
1, 392, 000 Do. 
508,000 | Jan. 31 





Marathon, Wis. 


County Trust Co., White Plains, N.Y...| First National Bank, Ardsley, N.Y_-- 2, 837, 551 Do. 


EE eR ae Northern Westchester Bank, Ka- 5, 615, 000 Do. 
tonah, N.Y 
Second Bank-State Street Trust Co., | Second National Bank, Boston, Mass_| 170,695,801 | Feb. 21 
Boston, Mass. 
City Bank & Trust Co., Jackson, Mich... = & Savings Bank, Albion, 9, 436,000 | Mar. 2 
ba. -epeae Trust Co., Wilmington, 3, 470,000 | Mar. 11 


Marine Mga Co. of Western New York- 
Buffalo, N 
Cnr. ieticiies Bank, New York, 


Wachovi ia Bank & Trust Co., Winston- 
Salem, N.C. 





a Castle Trust Co., New Castle, 


Yel. 


Bank of Gowanda, N.Y 
Cees: National Bank, New York, 
Bank of Wayne, Goldsboro,N .O.......- 


9, 877,000 | Apr. 1 
5, 731, 385, 183 Do. 
12, 662, 000 Do. 
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Bank consolidated, merged, or assumed, and its total 











resources Effec- 
Continuing bank tive 
date 
Name Resources 
1956 
oa State Bank, Sparta, Mich______-- Peoples State Bank, Sparta, Mich. -.-- $1, 184,000 | May 19 
North ~_ Bank & Trust Co., Matti- | Bank of Southhold, N.Y..........---- 1, 258,000 | May 31 
tuck, 
Lewis County Trust Co., Lowville, | Port Leyden National Bank., Port 861,500 | June 9 
N. Leyden, N.Y. 
Croghan Colonial Bank, Fremont, Ohio.. —— Savings Bank, Fremont, 5, 323,000 | June 20 
Ohio. 
County Trust Co., White Plains, N.Y_. On National Bank, Yonkers, 29, 196, 836 | June 30 
_ ER ENE Seen a eee Se eMN eae 5: & Trust Co., Peeks- 7, 857,956 | Aug. 1 
ill, N. 
California Bank, Los Angeles, Calif... .- Covina National Bank, Covina, Calif. 13, 680, 535 | Aug. 22 
Css dona ewe nkensasbanbencbee Fishermen & Merchants Bank, Los 10, 673, 000 Do. 
Angeles, Calif. 
SS AS a ee oe eee Sere Union National Bank, Pasadena, 17, 488, 451 Do. 
Calif. 
bag core ed Bank & Trust Co., Hart- | Windham National Bank, Williman- 12, 706, 905 Do. 
ford, Con tic, Conn, 
Riverside Trust Co., Hartford, Conn... _— — Trust Co., New Hart- 2,822,000 | Oct. 3 
ford, Conn. 
State Bank of Albany, N.Y.............. First National Bank & Trust Co., 7, 790, 178 Do. 
Hudson, N.Y. 
Me NY Co. of Western New York, a National Bank, Springville, 5, 625, 434 Do. 
Buffalo 
First Pe nnsylvania Banking & Trust 7 National Bank, Philadelphia, | 216, 894, 707 Do. 
Co., Philadelphia, Pa. 

County Trust Co., White Plains, N.Y... Dobis Ferry Bank, Dobbs Ferry, 3, 459,000 | Oct. 31 
EE er cee First National Bank, Elmsford, N.Y-- 4, 131, 799 Do. 
Walker Bank & Trust Co., Salt Lake | Farmers & Merchants Bank, Provo, 9, 461,000 | Nov. 1 

City, Utah. Utah. 
RE RE Ie Ea A ee. First National Bank, Murray, Utah_- 9, 660, 427 | Dee. 15 
Tradesmen’s Bank & Trust Co., Phila- | Market Street National Bank, Phila- 60, 166,455 | Dec. 31 
delphia, Pa. delphia, Pa. 
En ERE Fo ae ee Sek oh Lee aD Te 6, 431, 058, 718 
1956 
Hempstead Bank, Hempstead, N.Y----. Oye Bay Trust Co., Oyster Bay, 6,182,000 | Feb. 1 
Security Trust Co., Rochester, N.Y.....| State Bank of Shortsville, N.Y----- 3, 554,000 | Feb. 6 
Union Trust Co., Greensburg, Ind.......| Westport Union Trust Co., W estport, 1, 739,000 | Feb. 16 
Ind. 
Trust Co. of N.J., Jersey City, N.J......}| Peoples National Bank, Secaucus, N.J- 6, 976, 092 Ag. 2 
Security Trust Co., Rochester, N.Y-...| Stewart National Bank, Livonia, N.Y-_ 3, 056, 778 0. 
California Bank, Los Angeles, Calif... -_. rs” ia State Bank, Los Angeles, 43,746,000 | Apr. 9 
alif. 
Union Savings Bank, Manchester, Mich.} Peoples Bank, Manchester, Mich- ---- 1, 332,000 | May 28 
Security Trust Co., Rochester, N.Y. National Bank of Phelps, N.Y-_-_------ 1, 888,551 | June 4 
Union Bank & Trust Co. ., Ottumwa, | Farmers & Merchants’ Savings Bank, 5, 255,000 | June 11 
Iowa. Ottumwa, Iowa. 
eo Bank & Trust Co., Princeton, | Hopewell National Bank, Hopewell, 4,404,196 | June 29 
Liberty Trust Co., Cumberland, Md-_..- Commercial Savings Bank, Cumber- 2, 873,000 | Aug. 1 
land, 
Vee ae & Trust Co., Winston- | Fidelity Bank, Durham, N.C.-.--...-. 32, 959, 000 Do. 
alem, } 
State Bank of Albany, N.Y--..---.-..--.- Schoketie County Bank, Schoharie, 3, 155,000 | Aug. 20 
Maks 
ee Bank & Trust Co., Indianap- | Bankers Trust Co., Indianapolis, Ind_} 16,153,000 | Sept. 1 
State Bank of Albany, N.Y.......--....-| First National Bank, Richfield 4, 395, 407 | Sept. 24 
Springs, N.Y. 
Citizens State Bank, Clare, Mich.....--. as State Bank, Rosebush, 1, 369,000 | Oct. 11 
Mic 
Dutchess Bank & Trust Co., Pough- | Merchants National Bank & Trust 6, 815, 381 | Oct. 15 
keepsie, N.Y. Co., Poughkeepsie, N.Y. 
Bank of Huntington & Trust Co., Hunt- | Huntington = Bank, Hunting- 14, 565,000 | Oct. 29 
ington, N.Y. ton Station, N.Y 
Reopiee. Covnee Bank Co., Mount | Citizens Bank, Cardington, Ohio-----. 1, 561,000 | Nov. 13 
ead, 0. 
Bank of Commerce (West Side Trust | Bank of Commerce, Newark, N.J...-. 7, 570,000 | Nov. 23 
Co.), Newark, N.J. 
Manulecturere, & Traders Trust Co,, | Genesee Trust Co., Batavia, N.Y--.-- 10, 771,000 | Nov. 26 
uffalo, N 
Peoples Trust Co., Wyomissing, Pa. .... Wernersville National Bank & Trust 4,931,847 | Dec, 3 
Co., Wernersville, Pa. 
State Bank of Suffolk, Bay Shore, N.Y-. 7,314,000 | Dec. 17 





“— County Trust Co., Riverhead, 
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Continuing bank 


| 


Bank consolidated, merged, or assumed, and its total 


resources 





| Resources 





Name 
Peoples Trust Co. of Bergen Co., Hack- | Rutherford Trust Co., Rutherford, | $21, 748,000 
ensack, N.J. N.J. 
Total (24 banks)_-_._-.-_.-- pA RU ceinae atm hak onoreenbae aanes 214, 314, 252 
Old Kent Bank & Michigan Trust Co., | Michigan Trust Co., Grand Rapids, $7, 461, 000 
Grand Rapids, Mich. Mich. 
California Bank, Los Angeles, Calif_....- — Valley Bank, Lancaster, 6, 967, 000 
ali 
EE eh ee ae rere Commercial National Bank, Santa 29, 355, 341 
| Ana, Calif. 
Bas steven rnikckonbdewsnnceonccennnn DO merbor Bank, Newport 6, 063, 000 
Beach, Calif. 
Security First Bank & Trust Co., Grand | Ravenna State Bank, Ravenna, 2, 842, 000 
Haven, Mich. Mich. 
California Bank, Los Angeles, Calif_....- Norwalk Commercial & Savings 8, 757, 000 


a Manhattan Bank, New York, 
U adh & ‘Main Line Bank, Berwyn, Pa 
City Trust Co., Bridgeport, Conn....... 


Manufacturers & Traders Trust Co., 
Buffalo, N.Y. 
Citizens Commercial Bank, 


Ohio. 

— Bank & Trust Co., Los Angeles, 

alif. 

Girard Trust Corn Exchange Bank, 
eapeteionis, Pa. 


Celina, 


geod Union ‘Bank & Trust Co., Wini- 


, Ind. 
Fidelity Bank & Trust Co., Indianapolis, 


American Commercial Bank, Charlotte, 
N.C. 


Citizens Bank, Sheboygan, Wis 
Maryland Trust Co., Baltimore, 


Md 
ei | re ae 


Huron County Bank, Harbor Beach, 


Mich. 
Valley Bank & Trust Co., Springfield, 
Mass. 
Security Trust Co., Rochester, N.Y 
—— Rochester Trust Co., Rochester, 


Peoples Union Bank & Trust Co., 
McKeesport, Pa. 

Girard Trust Corn Exchange Bank, 
Philadelphia, Pa. 

Union Trust Co., Wildwood, N.J_..----- 

Security-Mutual Bank & Trust Co., St 
Louis, Mo. 

ep poe Bank & Trust Co., Clifton, 


American Bank & Trust Co., Lansing, 


Mich. 
vr pe Trust Co., 


Phila- 
delphia, P 
Federation ‘Bank & Trust Co., New 
York, N.Y. 
Old Kent Bank & Trust Co., Grand 


Rapids, Mich. 
Marine Midland Trust Co. of Southern 
New York, Elmira, N.Y. 


Marine Midiand Trust Co. of Rockland 


County, Nyack, N.Y. 

Maryland State Bank of Montgomery 
County, Gaithersburg, Md. 

Montgomery County Bank & Trust Co., 
Norristown, Pa. 

Wachovia Bank & Trust Co., Winston- 
Salem, N.C. 











Bank, Norwalk, Calif. 
Staten Island National Bank & Trust 


Co., New 


York, N.Y. 


Berwyn National Bank, Berwyn, Pa 


South Norwalk Trust Co., 
Norwalk, Conn. 
Citizens Trust Co., Fredonia, N.Y ----| 


Commercial Bank Co., Celina, Ohio-_| 


Occidental 


Savings & Commercial 


Bank, Los Angeles, Calif. 
Ambler National Bank, Ambler, Pa 


National Bank of Narberth, Pa 


Medaryville State Bank, Medaryv ille, : 


Ind. 


Oaklandon State Bank, Oaklandon, 


Ind. 


Southport State Bank, Southport, Ind_ 
Commercial National Bank, 


lotte, N.C. 


Bank of Sheboygan, Wis 
Randallstown Bz ink, 


Md. 


Char- 


Randallstown, 


State Bank, Harbor Beach, Mich 


Springfield National Bank, 


field, Mass. 


Baldwins Bank, Penn Yan, i ee - 


Spring- 


Citizens Bank, Penn Yan, N.Y 


Vandergrift Savings 
Vandergrift, Pa. 


& Trust Co., | 


Upper Darby National Bank, Upper 


Darby, Pa. 


Wildwood Trust Co., 


Wildwood, N.J 


Security National Bank Savings & 


Trust Co., St. Louis, 
Passaic-Clifton National 
Clifton, N.J. 
Lansing, Mich 


Trust Co., 


Central Trust Co., 


Abington Bank & Trust Co., 


ton, Pa. 
Citizens 
York, N.Y. 


Mo. 
Bank & 


Abing- 


Bank of Brooklyn, New 


Peoples National Bank, Grand Rap- 


ids, Mic 


Citizens National Bank, Waverly, 


State Bank of Pearl River, N.Y 


First National Bank, Gaithersburg, 


National Bank of Pottstown, Pa__---- 


| Wilmington Savings & Trust Co., 


Wilmington, N.C. 





South | 








36, 378, 233 


6, 929, 548 
29, 153, 000 


11, 080, 000 
3, 537, 000 
18, 182, 000 
9, 564, 903 


13, 352, 406 
1, 573, 000 


4, 168, 000 


3, 821, 000 
54, 047, 004 


15, 495, 000 
7, 848, 000 


276, 574, 435 


2, 173, 000 
50, 583, 695 


7, 707, 000 
7, 651, 000 


10, 456, 000 
52, 577, 138 


4, 118, 000 
29, 714, 196 


145, 518, 77 
2, 160, 000 
7, 009, 000 

14, 366, 000 
48, 363, 994 
5, 526, 371 
5, 407, 000 
5, 095, 123 
27, 705, 599 
20, 798, 000 





Effec- 
tive 
date 
1956 
Dec. 20 
1957 
Jan. 2 
Jan. 14 
Do. 
Apr. 15 
June 1 
June 24 
July 22 
July 29 
Aug. 5 
Sept. 3 
Do. 
Oct. 1 
Oct. 14 
Do. 
Oct. 23 
Nov. 1 
Do. 
Dec. 2 
Do. 
Dec. 9 
1958 
Jan. 2 
Jan, 20 
Mar. 3 
Do. 
Apr. 14 
Apr. 28 
May 26 
June 2 
| June 23 
June 30 
July 7 
July 21 
Aug. 1 
Sept. 29 
Do. 
Oct. 15 
Oct. 20 
Nov. 26 
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Bank consolidated, merged, or assumed, and its total 
resources Effec 
Continuing bank ‘ee van tive 
date 
Name Resources 
} 1958 
Trust “ of Morris County, Morris- | First Bank & Trust Co., Madison, $23, 823,000 | Dec. 22 
town P i N.J. 
Marine Midland Trust Co. of Central | Camillus Bank, Camillus, N.Y ..------ 4, 086, 000 Do. 
New York, Syracuse, N.Y. 
Connecticut Bank & Trust Co., Hart- | Manchester Trust Co., Manchester, 15, 291,000 | Dec. 29 
ford, Conn. Conn. 
Marine Midland Trust Co. of Mohawk | First National Bank, Herkimer, N.Y - 14, 960, 422 Do. 
Valley, U —-, N.Y. 
Do__.-.-.-----.-.-------.............]| Farmers Nationa] Bank & Trust Co., 18, 168, 206 Do. 
Rome, N.Y. 
UE Te I oan os xt ancherebeul sancoire Gniwaadeewedecaunanielaesuvencsaee 523, 258, 520 





II. State bank insured by Federal Deposit Insurance Corporation, but not a mem- 
ber of Federal Reserve System, the continuing bank: Approval of Federal 
Deposit Insurance Corporation not required because the total capital stock or 
surplus of the resulting or assuming bank was not less than the aggregate 
capital stock or aggregate surplus, respectively, of all the merging or con- 
solidating banks or all of the parties to the assumption of liabilities. 


















































Total re- 
Requiring Not requiring sources, cases 
Year FDIC FDIC Total not requiring 
approval approval FDIC 
approval 
i iit cnskcuntgntettoesdatddusekesacse 25 9 34 $28, 592, 419 
RTE SE eer a Ae a 16 11 27 30, 472, 858 
1957 laa 14 21 35 286, 765, 741 
a a a ee eres 18 & 26 92, 336, 858 
PALS W cnwdtehitete see P 25 17 42 105, 621, 323 
eek, SS eee 4 ; | 98 66 164 543, 789, 199 
Bank consolidated, merged, or assumed, and its total 
resources E ffec- 
Continuing bank PR Ee Oe tive 
| date 
Name | Resources 
1955 
County First Savings Bank, Santa | County First National Bank, Santa | $7,985,470 | Mar. 
Cruz, Calif. Cruz, Calif. } 
Kanawha Union Bank, Glenville, W. Va- Glenville Banking & Trust Co., Glen- | 934,000 | Mar. 28 
ville, W. Va. } 
The Farmers State Bank (New London | Iowa State Bank, New London, Iowa-_| 1,082,000 | Apr. 25 
State Bank), New London, Iowa. 
ro Be ank & Trust Co., Durham, | Bank of Harnett, Erwin, N.C_-...-- il 1,805,000 | July 1 
N.C 
Modesto Bank & Trust Co., Modesto, | Citizens Bank of Riverbank, Calif. --- 1, 582,000 | Oct. 3 
Yalif. 
South Side Bank, Bay Shore, N.Y ------ The Bank of Amityville, N.Y | 6, 885, 000 Do. 
Broad Street Trust Co., Philadelphia, | The Morton National Bank, Morton, | 3, 192,713 | Oct. 31 
Pa. Pa. } 
Chittenden Trust Co., Burlington, Vt...| The National Bank of Newport, Vt- | 3, 907, 236 | Nov. 10 
State Bank & Trust Co., Greenwood, | The Iodine State Bank, Wagener, S.C- 1, 269,000 | Dec. 21 
8.C. 
ees Ge ROE. Caine scctncknodens Jipatebeubaeneemaneetle 28, 592, 419 
1956 
(is - Northwestern Bank, North Wilkes- | Yadkin Valley Bank, East Bend, 1,084,000 | Jan. 3 
0ro, N.C. 
Commercial State Bank, Laurel Hill, | The Bank of Gibson, N.C--..--.----.- 858, 000 Do. 
N.C, 
Peoples Bank & Trust Co., Rocky | Bank of Enfield, N.C.........--.....- 3,436,000 | Feb. 1 
Mount, N.C, 
Bank of Alexandria, Ky--..-..-.--.--.-. The Citizens Bank of Cold Spring, Ky- 660,000 | Feb. 8 
Broad Street Trust Co., Philadelphia, Pa.| Interboro Bank & Trust Co., Prospect 9,646,000 | Feb, 14 
Park, Pa. 
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Bank consolidated, merged, or assumed, and its total 











resources Effec- 
Continuing bank tive 
date 
Name Resources 
1956 
The Freehold Trust Co., Freehold, N.J_- ree National Bank, Farmingdale, $3, 730,123 | Feb. 17 
sare pete Bank, Bad Axe, Mich-.- The Elkton State Bank, Elkton, Mich. 1,730,000 | Apr. 2 
OES a CE sey ae Kinde State Bank, Kinde, Mich. _. onttd 2, 714, 000 Do. 
Prankeninsii State Bank, Franken- | State Savings Bank of Reese, Mich... 3, 229,000 | June 1 
mut 
First Peoples Bank, Johnson City, Tenn.| First National Bank, Jonesboro, Tenn- 1,878, 735 | June 25 
Peoples Trust Co., ‘Linton, Sar Switz City Bank, Switz City, Ind..-- 1, 507,000 | July 2 
I oc aageekipsbedencesbn anes 30, 472, 858 
¢ 1967 
Harrisburg Trust Co., Harrisburg, Pa. .-| Highspire State Bank, Highspire, Pa-_- 1,751,000 | Jan. 2 
Franklin County Bank, St. Albans, V t..| Richford National Bank, Richford, Vt 1, 258,639 | Jan. 21 
Jamaica Savings Bank, ‘Jamaica, N.Y... Rockaway Savings Bank, Far Rock- 26, 429,000 | Apr. 1 
away, } 
Exchange-Security Bank, Birmingham, at Commercial Bank, Birming- 13, 364,000 | Apr. 2 
a. am 
The First Bank & Trust Co., Mechanics- | M echanicsburg Bank, Mechanics- 1, 624,000 | Apr. 20 
burg, Pa. burg, Pa. 
Pajaro Valley Bank, Watsonville, Calif_- Pajiso Valor. tae Bank, Wat- 12, 738, 496 | Apr. 26 
sonville, Cali 
Bank of St. George, Utah__---_- | State Bank of Hurricane, Utah___- 1, 616,000 | May 20 
Stamford Trust Co., Stamford, Conn__-- “7 Trust Co. of Old Greenwich, 9,033,000 | June 3 
onn, 
Bank of Douglas, Phoenix, Ariz__......-- + & Stockmens Bank, Phoenix, 27, 582,000 | July 1 
a State Bank, Franken- Birch )Run State Bank, Birch Run, 2,067,000 | Aug. 1 
mut ich. 
State Bank & Trust Co., Greenwood, The ‘Commercial State Bank, Whit- 1, 187,000 | Aug. 15 
Cc, mire, § 
Greenwich Trust Co., Greenwich, Conn- Security Bank & Trust Co., Stamford, 11, 970,000 | Oct. 1 
onn, 
Citizens & Southern Bank of Atlanta, | Citizens & Southern Buckhead Bank, 8, 975, 000 Do. 
Ga. Atlanta, Ga. 
= Northw estern Bank, North Wilkes- Poone N Loan & Savings Bank, States- 9, 804, 000 Do, 
ro, ville, N.C. 
Bank of SS Sa ae Alma State Bank, Alma, Mich. 5, 454,000 | Oct. 21 
— Franklin Savings Bank, Boston, oe ae —— "Bank of the City of 79, 128,000 | Nov. 1 
ass. oston, 
Muskegon Bank & Trust Co., Muske- | The State Bank of Whitehall, Mich... 3, 645,000 | Nov. 23 
gon, Mich 
Fairfield County Trust Co., Stamford, | First National Bank in Greenwich, | 21, 210,948 | Dec. 12 
onn onn. 
TGS SETS SE Se cap The National Bank of Norwalk, Conn. 16, 376, 658 | Dec. 13 
Tiffin Savings Bank, Tiffin, Ohio__------ ban Ee = gg State Bank of Bloom- 970,000 | Dec. 30 
ville, io. 
The Savings Bank of Baltimore, Md___.. The Metropolitan Savings Bank of 30, 582,000 | Dec. 31 
Baltimore, Md. 
a hs rh cin d sedi apbbesibcedaibasueliunsncedad wueuncadacnd _ 286, 765, 741 
oe ee 
Une States Savings Bank, Newark, ee en onem, 37, 252,000 | Jan. 2 
J. 
ESS 8 A eae ae a The Half Dime Savings Bank, 34, 032, 000 Do. 
Orange, N.J. 
Salem Bank & Trust Co., Goshen, Ind-- = A Paris State Bank, New Paris, 2,003,000 | Apr. 1 
n 
First & Peoples Bank, Springfield, Ky...) First National Bank, Springfield, Ky. 2,000,179 | Apr. 2 
The First Trust Co. of Allegany County, | Union National Bank, Friendship, 1, 751,679 | Apr. 18 
Wellsville, N.Y. N.Y. 
The Salem Bank, Salem, Ky------...-.. Smithland Bank, Smithland, Ky----- 784,000 | Apr. 21 
The Farmers Bank, Frankfort, Ind-_-_-_-- Farmers State Bank of Mulberry, Ind- 1,717,000 | July 1 
by a Bank, North Wilkes- | State Trust Co., Hendersonville, N.C- 12, 797,000 | Nov. 10 
ro, N. 
Total (8 banks)........... itetctedel eiithnnthatbbniemitedanbatowcusainnsane 92, 336, 858 




















~~ 
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III. National bank the continuing bank: Approval of Comptroller of the Cur- 
rency not required to assumption of liabilities cases only because the capital 
stock or surplus of the assuming national bank was not less than the aggre- 
gate capital stock or aggregate surplus, respectively, of all the parties to the 


assumption of liabilities. 


While the Comptroller had no authority to approve 


or disapprove these transactions because there was no diminution in capital 
or surplus, the increase in capital by the resulting national bank did require 


the approval of the Comptroller. 


(Comptroller of the Currency required to 


approve or disapprove all consolidations or mergers where the continuing 
bank is a national bank under the provisions of specific statutes. ) 









































Consolidations Assumption cases Total resources 
and mergers cases not 
Year requiring Total requiring 
Comptroller’s Requiring Not requiring Comptroller’s 
approval Comptroller’s | Comptroller’s approval 
approval approval 
ee 73 51 2 126 $13, 490, 703 
SA ee eee eee 69 32 4 105 36, 950, 783 
a eee 62 20 1 83 1, 285, 741 
Ti atvecscpahiguecees 53 RES an i, eRe Seay” 5 
PE i eescpanhbblasheeeen 73 ll 2 86 19, 357, 185 
| Sea Ne 330 1144 9 483 71, 084, 412 
1 Includes 3 District of Columbia nonnational banks, 
Bank assumed, and its total resources Effec- 
Continuing bank tive 
date 
Name Resources 
1966 
Hartford National Bank & Trust Co., | Uncas-Merchants National Bank, $7, 454, 963 | June 24 
Hartford, Conn. Norwich, Conn. 
Northern National Bank, Presque Isle, | Frontier Trust Co., Fort Fairfield, 6,035,740 | Oct. 1 
Maine. Maine. 
Ce Pisa a ctitdticcnncnal eencidcens<cssasdadbactnencbtalubad 13, 490, 703 
1 1956 
Oil City National Bank, Oil City, Pa_...| Citizens Banking Co., Oil City, Pa... 5, 659,952 | June 30 
Idaho First National Bank, Boise, Idaho.| Bank of Orofino, Idaho -..---....---- 4,517,263 | Dec. 1 
United States National Bank, San Diego, | Pasadena First National Bank, Pasa- 23, 440,753 | Dec. 7 
Calif. dena, Calif. 
Northern National Bank, Presque Isle, | First National Bank, Fort Kent, 3, 332,815 | Dec. 8 
Maine. Maine. 
NS (6 DOI oo ncicncscocccnasnecd lil is dsscbatbddannbuvlbbaiasedabieduse 36, 950, 783 
1957 
Winters National Bank & Trust Co., | Phillipsburg State Bank, Phillips- 1,285,741 | Feb. 2 
Dayton, Ohio. burg, Ohio. 














Mr. Brown. Mr. Gidney, has your statement been cleared with the 


Bureau of the Budget ? 


Mr. Gipney. This statement has not been. The legislation which 


we introduced has been. 


Mr. Brown. Will you please tell me the procedure you presently 


follow in determinin 


whether you would approve of a merger? 


Mr. Gipnry. We obtain from the banks—of course, no proposal for 
merger comes to us except having been voted by the directors of both 
banks concerned—we obtain from them figures disclosing their po- 
sition, assets, and liabilities, the process by which they arrive at their 
proposed exchange of stock. 
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Then we have information as to the banks within their area, in the 
city and in the surrounding area, if that is pertinent, and we invite 
them to give us as full a statement as they can of the considerations 
which seem to them to make the merger unobjectionable from the 
point of view of competition, and all of that is considered and we in- 
dicate that we will give, or withhold, tentative or preliminary ap- 
proval. If that is given, they have to publish their proposal over 
a 4-week period. They are obliged to send a letter to the stockholders 
fully informing them, and to make the proposed agreement of con- 
solidation available to any stockholder who wishes to inspect it at 
the offices of the bank. 

When that 4-week period has elapsed, a meeting of the stockholders 
of each bank is held and if a two-thirds vote is cast in favor of the 
merger, then it proceeds to consummation. 

Mr. Brown. I understand that you believe the bill, if enacted, 
would make future bank mergers more difficult. Would you please 
tell the committee how it would make mergers more difficult ? 

Mr. Gipney. I don’t know that one could summarize it by saying 
“more difficult,” but I think the procedure involved is sufficiently com- 
plicated and involves getting in more conferees, which would make it 
a more formidable procedure, since there has been recommended the 
conference with the other supervisory agencies, the Federal Reserve 
and the FDIC. 

We have also recommended, in cases where we think it necessary 
or desirable, that we have the right to ask the Attorney General for 
an opinion on the matter. All of that, of course, is something in 
addition to the procedure that now has to be followed. In that sense 
the mere going through these additional procedures would make it 
somewhat more complicated. 

Now whether, in the final outcome, it would be more or less difficult 
in a fundamental sense would depend on how our consultations with 
these other agencies would work out. I would expect that it would 
make them more difficult. 

Mr. Brown. Mr. Multer? 

Mr. Mutter. Thank you, Mr. Chairman. 

Mr. Gidney, during the time that you have been Comptroller of 
the Currency, do you know of any instance where there was a merger 
or consolidation of two banking institutions that result in the dim- 
inution of the capital and surplus of the resulting bank? 

Mr. Gipney. Yes, sir, we have had some. There have been cases. 
They are usually the cases where a smaller bank, in a sense, sells out, 
and takes cash—the stockholders take cash. There have been a good 
many. We havea list of those which were done in that manner. Our 
approval is not actually required by statute for those. We have rather 
a long list of them here, which we are going to put in the record, of 
cases where that. was true. That was a particular kind of case. 

Mr. Jennings has just called to my attention that we have ready for 
you this morning the 1959 data, and we just had two in 1959, of this 
particular type. In one case the bank with $17 million of assets was 
taken over by a larger bank; in the other case, $2,300,000 were taken 
over. 

There were larger numbers—— 
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Mr. Mutter. Let’s stay with that one so as to draw a picture. One 
bank with $17 million and another with $2,300,000. Adding that to- 
gether you should get a total capital surplus of $19,300,000. How did 
the diminution come about ? 

Mr. Gipney. Mr. Multer, I would explain that these were the two 
banks taken over in two different transactions. The first was Long 
Beach National Bank taken over by the U.S. National Bank of San 
Diego. That means they paid the owners, I believe, cash. 

And the other was the Goshen National Bank of Bethesda, Ohio, 
taken over by the First National Bank of Barnesville, Ohio. 

Mr. Mctrer. In other words, what happened in these particular in- 
stances where there was a diminution, the bank taking over used part 
of its capital to pay out stockholders of the other bank. 

Mr. Gipney. Or used part of its funds. Let’s suppose the larger 
one had $1 million capital and surplus and the other had $100,000, 
that $100,000 might well be paid out in cash so the $1 million would 
remain. That would be a diminution. 

Mr. Mutter. In those circumstances, as a condition of the merger, 
doesn’t the supervising agency insist that the new bank resulting from 
the merger increase its capital 

Mr. Gipney. Lots of times we do; yes, sir. If enough of a gap is 
created by the transaction, enough of a reduction in capital funds, we 
will usually insist that, and it is usually understood that they will 
acquire more capital immediately or at an early date. 

Then there are technical reductions, such as where on occasion the 
total capital funds of two banks that merge come out the same but 
the relative distribution between capital surplus and undivided profits 
may change a little bit for the combined institution. In that case 
there would be no diminution in a real sense. 

Mr. Mutrer. There seems to be considerable diversity of opinion as 
between the use of the words “substantially” and “unduly” in this 
legislation. I don’t know that you could do it sitting here at the 
moment, but. can you supply to the committee a list of the banks whose 
merger applications you would have disapproved if the one instance 
we had a statute which used the word “substantially” and then an- 
other list assuring the use of “unduly”? In other words, taking both 
words, could you give us a list of those banks where you have approved 
mergers, which you would have disapproved if we had a statute say- 
ing “substantially” and in the other case “unduly” ? 

Mr. Gipney. I don’t think it is practical to give you just that list. 
You see part of our apprehension concerning the word “substantially” 
is the very narrow definition that has been given to it by court cases. 
It is a narrower definition I think than most. of us here present would 
apply if we were just looking at it in a particular case. 

I notice that in some testimony you will receive in this hearing 
there is the illustration that if a town has five banks and two of them 
merge, that might be treated by some as prima facie substantial lessen- 
ing of competition. It isan arithmetical definition. I don’t subscribe 
to a bare arithmetical definition—— 

Mr. Mcurer. Pardon me, Mr. Gidney. The courts have gone all 
the way from 614 percent to in some cases 23 percent, or even higher. 
How can you say it is arithmetical? The court looked at each par- 
ticular case and said, “In this case because it is 614 percent it is sub- 
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stantial,” and m other cases where it was 23 percent they said that was 
substantially lessening competition. 

Mr. Gipney. Yes, sir; the point I think I should make there is that 
if those percentage ideas were applied to banks we could perhaps have 
no merger anywhere any time which would not substantially lessen 
competition by that definition. 

Mr. Moturer. Isn’t what you really need, whether we use the word 
“substantially” or “unduly,” don’t you need something in this statute 
oe a give you the discretion to go beyond just the competitive 

actor ¢ 

Mr. Gipnry. I think that expresses it perfectly well. We need 
something to put the whole picture together, and decide whether it is 
not against public welfare, and whether it is a healthy, sensible getting 
together of financial and human assets. The mere percentage test 
could be very unsatisfactory. 

Mr. Mutrer. I would like to return to the subject a little later but 
my 5 minutes have expired. 

Mr. Brown. Mr. Hiestand? 

Mr. Hiesranp. First of all, Mr. Chairman, I would like to compli- 
ment the Comptroller on this very complete statement together with 
the supporting data, a large part of which, of course, I haven’t had a 
chance to absorb. 

I would further like to place in the record my experience with the 
Comptroller’s Office on matters of consolidation, and in every case it 
was manifest that they were seeking to be sure that competition was 
not lessened and that it was for the good of the service and for the 
good of the public, in the area involved. 

The only question I have—well, I have two—I would like to ask the 
Comptroller if you have had occasion to consult the Attorney General 
for such opinions to which you just referred? Have you had occasion 
to do that? 

Mr. Gipney. Over the period running back to 1955 we have con- 
sulted with the Attorney General, the Assistant Attorney General or 
members of their staff on a good many occasions, particularly in the 
earlier period. 

You recognize that the subject became of great interest in 1955 
when a very large merger occurred in New York City, over which we 
had no authority, and we had quite a lot of mergers following that, 
for quite a number of which, the important ones, information was 
submitted to the Assistant Attorney General, who was then Hon. 
Stanley Barnes, and in fact we had a merger at that time which was 
submitted to the Attorney General, himself, then Hon. Herbert C. 
Brownell. We had word from him that it was not within their juris- 
diction under the Clayton Act and adequate clearance to ssieched 

We have not, of late years, had so many, because it was clearly 
established that the mergers were not under their jurisdiction under 
the Clayton Act. On one occasion, I think in December 1956, we had 
a case which was rather interesting and unusual which seemed as if it 
might come within the Clayton Act because it involved a purchase of 
stock. We also thought that it might possibly come within the pro- 
hibitions of the Sherman Act because it bill leave only one com- 


mercial bank in a good-sized city and we did refer it at that time to 
the Department of Justice and also to the Federal Reserve Board. It 
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has since been the subject of litigation in the State courts, but up to 
this date we have not received any reply as to our inquiry from the 
Department of Justice. 

Mr. Hiesranp. Your question to the Attorney General’s office, then, 
had more to do with the technicality of the method of consolidation ? 

Mr. Gipnry. Yes, sir. 

Mr. Hiestanp. Or the method of absorption, rather than an opinion 
as to lessening of competition ? 

Mr. Gipney. Yes, sir, it had. 

Mr. Hresranp. One other thing, Mr. Gidney: In casually glancing 
through here I note some of the mergers and consolidations. One I 
don’t find listed is a little bank in Sun Valley, Calif., where they have 
had some trouble and it had to be absorbed. 

Mr. Gipney. That was done by purchase. 

Mr. Hrestranp. That is listed in the purchase cases ? 

Mr. Gipney. I think that should have been so listed. It was done 
by purchase, over the weekend. I think probably that would have 
been permitted under the most severe rules that we could consider. 

Mr. Hresranp. I know the situation there and my purpose in asking 
is, are there other cases listed here, throughout the country, where a 
bank has gotten itself suddenly into a jam, and has been bailed out, 
and where in an emergency way it had to be done and there wouldn’t 
have been time for approval by the Attorney General ? 

Mr. Gipney. I don’t think there are such. I think that is the only 
one that I recognize here, and that happens to be No. 1 on the 1958 
list. There were $11,770,000 of deposits that were assumed by the 
acquiring bank. It was purchased by the second largest bank of Cali- 
fornia. They purchased the assets, paid a premium of $250,000, which 
seemed to me at the time generous and as a result of that $250, 000 
premium, and the fidelity bond of approximately $400,000, the stock- 
holders of the Sun Valley National Bank eventually received sub- 
stantial recovery. The depositors received all of their money, they 
were not hurt at all—and whereas we thought there was about $900,000 
eliminated from the assets of the bank or, approximately the amount 
of the stockholders equity, most of that has come back to them through 
that premium received through the payments under the fidelity bond 
and through recoveries. 

Mr. Hresranp. In that respect, was it possible, over the weekend, to 
get the Comptroller’s approval to such an emergency action ? 

Mr. Gipney. It certainly was. 

Mr. Hrestanp. It was? 

Mr. Giwney. Yes, sir. 

Mr. Hrestanp. Have there been any other such instances as that 
that you recall? TI don’t think it is really an important question. 

Mr. Groner. Well, there have been at least two repair cases, where 
the banks were taken over and put back on their feet by a merger. 
In one case, with a new bank, and in another case, back into the orig- 
inal bank by a large contribution by its shareholders. 

Mr. Hrestanp. Thank you very much, Mr. Chairman. 

Mr. Brown, Mr. Barrett? 

Mr. Barretr. Just one or two questions, Mr. Gidney. 

I understand from your testimony here this morning that you claim 
that S. 1062 will complicate the possibility of mergers, . but that it will 
not create an outright difficulty ? 
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Mr. Gipney. I think it will complicate them. It will be a compli- 
cated procedure but I believe it leaves the authority in the supervisory 
agencies so that mergers can still be accomplished, if the finding is 
favorable. 

Mr. Barrerr. Do I understand correctly that you are in favor of 
this bill in toto? 

Mr. Gipney. What we favor is the bill which the Senate passed 
twice. 

Mr. Barrett. Yes, sir. 

Mr. Gipney. For convenience I have referred to it as H.R. 4373, 
or S. 1062, with these additions removed. We would hope to have 
these additions removed. 

Mr. Barretr. Well, then, your favoring the style indicates that it 
will complicate it but it won’t give you anything difficult ? 

Mr. Gipney. I think it would be somewhat. arduous-but I don’t say 
it would be impossible. 

Mr. Barrerr. Well, then, along the lines of Mr. Multer’s question- 
ing along the same line, wouldn’t it be more appropriate that we get 
a much stronger bill than what we have here this morning in order to 
do the job properly, before we report this out ? 

Mr. Gipney. Well, I think not. That depends. I think this bill is 
the right bill, and has everything that is needed for an adequate job 
to be done. How much stronger anyone would want to make it, I 
think that is a matter of opinion. I think this bill is proper and ade- 
quate and a good bill. 

Mr. Barrerr. You couldn’t offer any suggested amendments to it 
that would still have the necessary flexibility to permit the proper 
mergers ¢ 

Mr. Gipney. I could not offer any. I think we worked very hard 
to get a sensible bill together originally, which has been tested by 
two passages by the Senate and some amendments were placed in it 
in the third passage which I think it would be better without. 

Mr. Barrett. Just one final question, Mr. Gidney: Do you think 
this bill comes a little too late? Don’t you think the bigger banks 
have engulfed the smaller commercial banks ? 

Mr. Gipney. No, sir; I don’t think it has come too late. Now, of 
course, we could get into a consideration of that. I think we have a 
very gree banking system. I don’t think we should be against size, 
as such, and, of course, there are some things which you can’t turn 
back the clock on, that. is true. But I don’t think it comes too late. 
I think we have a long future ahead of us, and this problem will be 
here long after I leave the Comptroller’s job. I think this is a healthy 
and good solution. 

Mr. Barrerr. If you had the foresight, say, back in 1950, you 
would have sponsored legislation of this type to prevent all the 
mergers that have been taking place over the last 10 years ? 

Mr. Giwney. Well, I came down in 1953 

Mr. Barrett. I don’t say all of them. I qualify that by saying 
those that you think were not necessary. 

Mr. Gipney. Well, the necessity, of course, is a matter of opinion 
of the people owning the banks. It has been my idea, through the 
years, that we ought to see to it that there remains plenty of competi- 
tion, after any merger takes place, and that can come, of course, by 
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new banks coming in, it. can come by the existing banks strengthening 
their activities, and anyone who has been around a city that has had 
a merger knows that that occurs. Let’s suppose we have five banks, 
and two of them merge, well, the other three immediately get out in 
touch with the customers of the merged banks and seek to bring them 
over to themselves. The two that merge get out very actively to do 
the best they can to see that they hold the old customers and get new 
ones, and the immediate effect is a new degree of competition. 

Now, I have watched the situation over these many years and I have 
had pretty close acquaintance with it. I would say that every day in 
every way we are getting more competitive in the banking business. 
I think I can say that with real assurance. 

Mr. Barretr. Thank you. 

Mr. Brown. Mr. Fino? 

Mr. Fino. Mr. Gidney, am I correct in saying that up until now 
the opinion of the Attorney General on the question of the competitive 
factors involved in merger has been optional ¢ 

Mr. Gipney. Yes, sir. 

Mr. Fino. And that this bill now would make a report from the 
Attorney General mandatory ¢ 

Mr. Gipney. I believe that is right, in the form which we have 
before us. We had suggested that we might, at our option, ask him 
for it. We would be asking for an opinion. This bill would change 
the word “opinion” to “report” and we must ask for it. 

Mr. Fino. Am I correct in assuming that you would have no objec- 
tion if the bill provided for an opinion, a mandatory opinion from 
the Attorney General ? 

Mr. Gipney. Well, I don’t know—in considering that a little bit 
and getting ready to testify, I have concluded that I am not certain 
just what would be considered the distinction between a report and 
an opinion, but I think that a report would be perhaps a more prac- 
tical thing for the Department to contemplate, because an Attorney 
General’s opinion is a very important matter of preparation. <A report 
might be simpler and still adequate. 

Mr. Fino. Would your agency have any objection to a mandatory 
provision in the bill regarding opinions from the Attorney General ? 

Mr. Gipney. Well, no; I don’t think we would have any objection, 
to an opinion as against a report, but I think that there is a provision 
that it must. be rendered within 30 days, and if a dozen proposals came 
up, a requirement for an opinion from the Attorney General on each 
might be onerous, whereas a report might be of more routine char- 
acter and much more practical to prepare. 

Mr. Hrestanp. Will the gentleman yield ? 

Mr. Frno. I yield. 

Mr. Hirstanp. Along that line, I am wondering whether the Comp- 
troller’s office would have the desired flexibility for fairly prompt 
action in such cases as I mentioned, the emergency absorption, and 
would it not be necessary, therefore, for the Attorney General to set 
up a department to carefully pass on every one of this long list of 
mergers and absorptions if it has to be a report on every one of them ? 

Mr. Gipney. We don’t think that is very wise to have that very 
considerable number of reports made necessary. 
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__ Mr. Hresranp. In other words, you prefer to ask the opinion where 
it involves a technical detail of the absorption. 

Mr, Gipney. Yes; or in cases where we would think it would be 
necessary, desirable, and helpful. 

Mr. Fino. I have no further questions. 

Mr. Brown. Mr. Vanik? 

Mr. Vantk. Mr. Gidney, following up this line of questioning that 
Prepeded, me, do you anticipate a large-scale trend toward bank 
mergers? 

r. Gmwney. I think not. I would like to judge the future by the 
past and we have placed in the record here the flutes from 1950 to 
1959, to show the changes occurring by new charters, by absorption, 
and other methods. 

Mr. Van1x. With respect to those mergers that have taken place, 
the two big ones that strike my eye are the Chemical Bank and the 
Morgan Guaranty Trust. Would you have opposed those mergers? 

Mr. Gipney. Neither one was under my jurisdiction, 

Mr. Vanix. Assuming you had jurisdiction, would you have op- 
posed them ? 

Mr. Gipney. I didn’t have jurisdiction and do you think I should 
answer you in a hypothetical manner? 

Mr. Vantk. Yes, sir; because we are dealing with a hypothetical 
situation, the need for this legislation. Is there any reason to be- 
lieve, or do you have any reason for believing that either one of those 
mergers should have been opposed or resisted if your Office had the 
power to pass on it? 

Mr. Gipney. I don’t think we would have opposed either one. 

Mr. Vantk. Now, the next question I want to ask you is this: 
What are the guideposts on which a merger will either be opposed 
or permitted ? 

We talk about guideposts in legislation. What are they? What 
would you construe them to be, other than the items set forth in 
section 6? 

Mr. Gipney. Well, I think we must look at the situation in the 
area which is concerned, and these two you asked about within New 
York City, and see the competition that is there, the banks that are 
there, and what will remain after the mergers are accomplished and 
what the probable effect will be. ; 

Mr. VantK. Do you anticipate a widening need for merger in order 
to save or avoid possible bank failures, or is it more likely to avoid 
the sellout of people who founded an institution and then decide to 
take out their cash? Which is the need that prompts this legislation ? 

Mr. Gipnry. Well, now you are speaking about the need, the dis- 
tress mergers. 

Mr. Vantx. Yes. 

Mr, Gipnry. I do not foresee any consequence in the immediate fu- 
ture. What the longer future will bring, I can’t say. There are areas 
in. which the banks are numerous, and in which, if we had a recession 
problem, there might be many mergers needed, but I can’t forecast 
that, That was the first question, and the other was 





Mr. Vantx. The sellout by founders of institutions. , 
Mr. Gipney. Oh, yes, sir. That comes to us continuously in many 
forms. I am just considering at the moment whether, in a case where 
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two banks have merged, in one town, a modest sized town, with fair 
sized banks. They have merged and now the town has only one bank, 
a State chartered institution. We have the question whether we should 
authorize a branch of a bank some distance away to goin there. They 
merged because the management of one of them had become weak, the 
bank wasn’t broke or anything like that but the management had be- 
come weak. That happens every little while in many parts of the 
ot and perhaps the management doesn’t become weak, just 
agec 

Mr. Vantx. Then we have to weigh the advantage of the stronger 
management against the diminution of capital as this is paid out to 
the sellers? 

Mr. Gipnry. Yes, sir; but we usually get an increase of capital to 
replace what has been paid out, especially if it is clearly needed. 

Mr. Vanix. Yes. 

Mr. Giwnry. We are debating right now, Mr. Jennings and I, 
whether we should authorize a bank 15 miles away to put a branch 
in beside the merged institution and we haven't quite agreed on that 
still. We are going to wait and think about it a little more. But that 
happens so often, especially in small banks, because the matter of 
keeping available management, good management, becomes very 
difficult, 

Mr. Vanix. Going back to the New York situation, would you have 
found any cause for opposing the Chase National and Manhattan 
merger? This is a practical question, what do we want this legis- 
lation to do? 

Mr. Groner. You are giving me a hard one. It is my belief that 
that was an appropriate and proper merger at the time and at the 
time I approved the merger of the National City Bank and the First 
National Bank, both of New York City which I thought was an appro- 
priate and proper merger and on which we did consult with the 
Attorney General. 

Mr. Vantk. With respect to this legislation, I didn’t notice, in your 
previous testimony, any definition of the term “unduly” which has 
come in and out of this discussion. What would be your interpreta- 
tion of the word as set forth in this statute ? 

Mr. Gipnry. My interpretation would be that we would take the 
factors that have been listed, those factors which are in section 6 
of the Federal Deposit Insurance Corporation Act 

Mr. Vanrx. They are already there without the word “unduly.” 
What does that do to it? ; 

Mr. Gipney. Then we would put them together with the competi- 
tive factors as best we could judge them, and see whether the whole 
package was such as to indicate an undue lessening of competition, 
or as I would take it to mean a lessening which would be against the 
public interest. 

Mr. Brown. Mr. Barr? 

Mr. Barr. Mr. Gidney, it was my understanding that the Budget 
Bureau had approved the bill that you had originally favored with- 
out Senate amendment requiring the Attorney General’s approval? 

Mr. Giwney. That is true. : ; 

Mr. Barr. Has the Budget Bureau taken a position on the bill, as 
amended, requiring the Attorney General’s approval—or a report, 
excuse me? 
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Mr. Gipney. Not so far as we know. 

Mr. Barr. They have not taken a position ? 

Mr. Gipney. No. 

Mr. Barr. No further questions. 

Mr. Brown. Mr. Moorhead ? 

Mr. Moorneap. Following up on Mr. Barr’s question, do I under- 
stand that it is your position that you favor H.R. 4373? 

Mr. Gipney. That is right. 

Mr. Moorneap. Whereas I understand that the Federal Reserve 
and the FDIC will support the present bill, S. 1062, and the Justice 
Department will support an entirely different bill, substantially to 
put the banking industry under the Clayton Act; is that right? 

Mr. Gipney. I don’t know just exactly what the attitude of the 
Federal Reserve and FDIC will be on any changes in those additions. 
They will support the bill. And we support the bill. But we would 
like to have those matters revert to the earlier form, or to H.R. 4373. 

Mr. Moorueap. Was any attempt made, within the administration, 
to come up with a unified approach to this legislation ? 

Mr, Gipney. Well, the earlier bill was approved by the Budget 
Bureau, but it was approved with the statement that the Department 
of Justice had other ideas, and that we should so inform Congress in 
sending our bill over, which we did. 

The Budget Bureau said that our bill would be in accordance 
with the program of the President. 

Mr. Moorneap. But since the Senate has passed this bill there has 
been no new attempt to have the Budget Bureau act 

Mr. Gipney. No. 

Mr. Moorueap (continuing). To unify the position of the adminis- 
tration ? 

Mr. Gipney. Not so far as I am aware. 

Mr. Moorneap. Mr. Gidney, is there anything in the banking indus- 
try, is there anything that makes competition in that industry different 
from competition in other industries / 

Mr. Gipney. Oh, I think so. 

Mr. Moorneap. What? 

Mr. Gipney. Well, the standard—I believe the former free charter- 
ing of banks illustrates it. The experience of the Nation in com- 
pletely free competition of banks has indicated that it leads to over- 
competition, unsound practices, and disasters; of which we had the 
outstanding example in the early 1930’s. We had an earlier example 
in the mid-1920’s, and we have had other examples. So it is generally 
agreed, and an illustration may be found in the laws of New York 
State which say in effect that you must not overbank the communities 
or the State. I believe that it is generally agreed that we have to avoid 
overbanking. We have to keep our banks healthy, that is what we 
must endeavor to do. That is what we are putting our lives into. 

Mr. Moorneap. In other industries you alio run into the danger of 





having too many people in the industry, and disasters and bank- 
ruptcies follow. 

Mr. Gipnry. That has happened, but, of course, in those indus- 
tries the ideal of quite completely free competition is present, and it 
is apparently the belief that to have that you may let people erigage 
freely, have bankruptcies, and have nature take its course, and the 
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survival of the fittest takes place. Now, we have taken a more 
paternalistic attitude, if you like, on banks and railroads, and in some 
other fields. 

Mr. Barr. Will yowyield? 

Mr. Moorneap. I yield. 

Mr. Barr. Mr. Gidney, isn’t it true that the United States has a 
historic example of free banking, in New York, in 1820 or 1880? 

Mr. Gipney. I am not sure of those dates. 

Mr. Barr. I wondered if you could recapitulate the experience we 
had. 

Mr. Gipney. I don’t think I can accept that the National Bank Act 
itself was put in to give us an authoritative system on which you 
could rely and have « onfidence. It became one of the reasons we could 
have confidene e in the note circulation of the banks. Of course, you 
remember in: those days bank notes were more characteristic than 
checking accounts, and there had been a miscellany of State banks with 
notes out, so that people had to have a report of which banks’ notes 
were worthy of acceptance. When the Nation was given the National 
Bank Act, it made our national bank currency standard and, of course, 
ine identally it gave us a standard system of banks then and now a part 
of the dual banking system. 

Now that note currency power has gone out. That is no longer 
with us. We have now check currency as a characteristic feature of 
our banking system. 

Mr. Barr. If I might make a suggestion, sir, I believe that the 
United States has gone through this. experiment once. 

Mr. Gipnry. Many times, I think. 

Mr. Barr. And I think a statement from your office as to the his- 
torical precedent we have before us might be advantageous. 

Mr. Gipnrey. We should like to see what we can do on that. It is 
embodied in our histories of banking, and I think there have been 
many cases, but the most saddening and difficult one that I know of 
was that of the early 1930's; though in the mid 1920's also we had a very 
sad situation where many, many banks went out. They had been 
too freely chartered, particularly in the Middle West, and many of 
them went out in that episode, and then a very considerable number 
went out in the early 1930’s. And that is fairly fresh in my mind. 

Mr. Jenninos. I might add that between 1920 and 1930 there were 
about 5,500 bank failures, during a period that most of us considered 
a very profitable one and one where the economy was doing well; 
yet during that same period, between 1920 and 1930, bank super- 
visory agencies, State and Federal, chartered about 3,000 additional 
banks. 

Then between 1930 and 1933, another 6,500 closed. And of course, 
during the earlier period it was quite clear that the Nation was 
overbanked with around 30,000 banks, in 1920, and that the only way 
to correct that really was to weed many of them out the hard way. 

Mr. Barr. Mr. Chairman. 

Mr. Brown. Mr. Barr. 

Mr. Barr. It seems I have taken Mr. Moorhead’s time. I ask un- 
animous consent that he be permitted to continue, 

Mr. Brown. Without objection, Mr. Moorhead is recognized for an 
additional 5 minutes. 
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Mr. Moorneap. Mr. Gidney, I understand from the Senate report 
accompanying S. 1062, that your office approved, from 1950 through 
1958, some 731 mergers and disapproved of some 22. 

Mr. Gipney. Yes. 

Mr. Moorneap. Again asking you a hypothetical question, if S. 
1062 had been the law, would your office have disapproved more 
mergers or would your conclusions have been pretty much the same? 

Mr. Gipney. Well, if it had been left entirely to us I suppose it 
would have been about the same number because we think we did right 
in the approval we gave. But when you have to counsel with two other 
agencies and possibly the Department of Justice, the probabilities 
are that there would have been more that would have failed to make 
the grade. I think that is a safe assumption. 

Mr. Moorneap. Under this bill or under the original bill that you 
propose, when you receive a report from the Attorney General vigor- 
ously opposing a merger because of the competitive factors, is it your 
opinion that the weight to be given to the Attorney General’s report 
would be almost conclusive except if there were very, very important 
banking factors, or would you believe that it bull be the decision 
of your office, as to what the competitive factors were and the At- 
torney General’s opinion would be merely advisory ? 

Mr, Gipnry. We haven’t had such reports, of course, in that form, 

and you pose a very difficult question because we would have to look 
ahead to just what the facts are in the case, and what the grounds of 
their opposition would be. I think it would be a very soul-searching 
job. 
I know that Assistant Attorney General Barnes, with whom I have 
had very close and friendly relations when discussing these matters, 
said that, “We don’t want a veto. We know that if we report adversely 
you will not approve.” Well, he may have known that. I don’t know 
that it necessarily follows. I think we would have to see just what each 
case would look like, and whether our grounds for approval were sound 
enough. I take it this bill does leave the decision in the hands of the 
supervisory agencies, and those in whose hands the decision is placed 
will have to make the decision. It might be a difficult one, but they will 
have to make it. 

Mr. Moorueap. I would take it, Mr. Gidney, that you would give 
a great deal of weight to the report of the Attorney General? 

Mr. Gipney. If it appeared to carry weight and was logical and 
proper; yes, sir. I could conceive that they might leave out considera- 
tions that we would consider vital. For example, in the recent case 
which they took a look at and took the credit for stopping, they paid 
no attention to the surrounding competition, to which we think we 
should pay attention. So we could have differences of opinion. 

Mr. Moorneap. Thank you, Mr. Chairman. 

Mr. Brown. We have Mrs. Griffiths with us, who is a member of the 
full committee. I recognize Mrs. Griffiths if she desires to ask any 
questions. 

Mrs. Grirrirns. Thank you. I would like to ask Mr. Gidney, is 
the competition in the banking industry competition for the funds of 
depositors or for the right to make loans? 

Mr. Gipneyr. Oh, both. 
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Mrs. Grirrirus. Do you mean, then, that there are large unused 
funds available for loan today in the banks of the United States? 

Mr. Gipnry. I wouldn’t think that was true. The loans of the 
banks, I think, are about 44 percent of the deposits. They are 50 per- 
cent or more in some cases, but I think the total figures, they are 
something less than 50 percent. In any event, the banks think they are 
quite well loaned up, because they have investments and reserve re- 
Praca T don’t think there are large unused amounts, neither do I 
think the banks have exhausted all their possibilities. 

I would like to say on that, we have somewhere talked to someone 
who said he couldn’t understand banks competing for deposits. Of 
course, anyone who has ever been near a bank knows they do compete 
vigorously for deposits. 

I think many have assumed that they do not compete for loans. 
Of course, someone who has just been turned down on a loan may 
feel that way, but my observation is they do compete very vigorously 
for them, and it is interesting to me to note that in recent years, 
that it has become characteristic of many of the larger banks, that they 
have devised new methods of making loans. I don’t want to say they 
have pushed loans onto people, but they have made them very avail- 
able. You have heard of the so-called check credit plan, and the charge 
account plan, and, of course, consumer credit loans mount up and up, 
so banks are competing to get deposits, they are competing for loans, 
they are competing for trust business, and everything. 

Mrs. Grirritrus. I would like to ask you, Mr. Gidney, if they are 
not making all the loans that they would like to make. Are they not 
making them because they have restrictions on who can borrow the 
money? Or are they not making them because there are no applica- 
tions for loans? Or are they not making them because the interest 
rate is too high ? 

Mr. Gipnry. Let me see, I must be careful on this: I think that 
the characteristic of today’s lending practice is that anyone who is 
worthy of credit—and I discard the old phrase of entitled to credit— 
whose record is good and whose assets and prospects are good, will 
be given a loan. 

I think one of the characteristics is that we have become more in- 
stitutional in our banking and the personal favor type of loan is 
much less an important part of the business than it was in other days. 
So I think you must go a long way to find anyone who is worthy 
of a loan, on his character and on his asset position, and his prospects, 
who doesn’t get it. That is my belief. 

Mrs. Grirrtrus. Well, then, would you say there are just not 
applications for the loans? Is that the reason they are not lending 
the money ? 

Mr. Gipney. Well, I think they are lending very large amounts. 
It has been going up and up and they have sold Government bonds 
to get the money to do it. I think you will find that you are speaking 
of the exception rather than the rule. 

Mrs. GrirrirHs. Did you mean that 

Mr. Gipnry. Where loans have not been made. 

Mrs. Grirritus. So that actually money is being loaned out. There 
are large amounts of money available ? 
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Mr. Gipney. Well, there are large amounts available for loans and 
I think those with suitable purposes and standing will get them. 

Mrs. Grirrirus. I think that competition means really two things, 
to the banks it means competition with their competitors for de- 
posits. 

Mr. Gipnry. Yes, they do that. 

Mrs. Grirrirus. But the rest of the country wants to preserve itself 
from having just one group of people who lends money. 

Mr. Gipney. Oh, yes, Hides: we do. In this very room, someone 
posed a question to me, and said, “Here is a man who has a $50,000 
loan with each of two banks. The two banks merge and he has only 
one $50,000 loan.” That was a complete misapprehension of what 
happens. Because the two will be combined, in practically every case, 
and there might be a probability of his having even a larger loan 
because the bank would have greater lending ability. 

Mrs. GrirrirHs. Thank you very much, Mr. Chairman, I had hoped 
that we would arrive at a place that they were so anxious to make 
those loans that they would reduce the interest rates. 

Mr. Gipney. Mr. Chairman, I have seen those days and I expect to 
see them again. 

Mr. Brown. Any other questions, gentlemen ? 

Mr. Hiesranp. Mr. Chairman. 

Mr. Brown. Mr. Hiestand. 

Mr. Hiesranp. I would like to ask the Comptroller if the proposed 
bill, S. 1062, would not in his opinion, in effect, remove the final re- 
sponsibility from the Comptroller’s Office and place it in the Attor- 
ney General’s Office? 

Mr. Gipney. I think that is a great danger of that. 

Mr. Hrestanp. That is all, Mr. Chairman. 

Mr. Brown. Mr. Barrett. 

Mr. Barretr. One brief question, Mr. Gidney. Don’t you think it 
would be in the best interests of the banking industry if we inaugu- 
rated a board composed of the Comptroller, a member of the Federal 
Reserve, also the Attorney General, and then an individual from in- 
dependent banks, to supervise these mergers? 

Mr. Gipney. I don’t think I am going to accept all of that as help- 
ful. I think the three supervisory agencies—you have left out the 
FDIC, probably not intentionally—the three supervisory agencies are 
a sufficient aggregation to work on that and they are the people who 
know the business, and I don’t believe you would gain anything by 
adding to them. 

Mr. Barrerr. Let me just close my question by saying this: You 
just pointed out it might be dangerous to put all the supervision in 
the hands of one individual. 

Mr. Gipney. I think so. I have always thought so. That is why I 
like the dual banking system. 

Mr. Barrerr. That is all, Mr. Chairman. 

Mr. Brown. Mr. Multer. 

Mr. Mutter. Mr. Gidney, I think in order to really make progress 
with this legislation, we must get to an understanding of the use of the 
words and definitions. 

Take competition first. There is a difference, is there not, between 
competition between the banks as such, and the regulation of the 
competitive practices that individual banks may enter into? 
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In other words, two banks in the same town or same city obviously 
are competing with one another, but the regulatory agencies are very 
insistent upon making sure that the methods of competition meet 
with the approval of the departments and the regulations and the 
law, so that if in order to gain some business, one bank offered more 
interest on a time account or thrift account than it was actually earn- 
ing, you would step in because that would be considered certainly an 
unfair competitive practice. 

Am I not right? 

Mr. Gipney. Something along that line is true; yes, sir. I think 
what you have in mind is true, that we sometimes see a new bank 
coming into a situation, and to show that they are much more under- 
standing and all that, than the existing bank, they may go out and 
push their loans, make them more liberally—of course, the fact is that 
they don’t know borrowers as well as the existing bank. I remember 
a distinguished banker on the Pacific coast when I was a boy, who said 
that he noticed that with a new bank, while the capital was burning a 
hole in its pocket, it was likely to make very poor loans. 

New banks may go out and be overcompetitive. In other words, 
competition is all right, but it has got to be such that the banks can 
survive. The bank has to look out for itself in that way. 

Mr. Mutter. Competition must not only be economic, but it also 
must be fair? 

Mr. Gipnry. Well, we like to see it fair, but it must be economic. 
Let’s say that. 

Mr. Mutrer. It must be economic ? 

Mr. Gipney. Yes, sir. 

Mr. Mo ter. In other words, if one bank was offering loans at 3 
percent, while other banks in the area can’t possibly lend for less than 
6 percent, you would go in and check to make sure they are not op- 
erating at a loss? 

Mr. Gipney. I don’t think we would be quite as critical of that as 
we would be of making loans without reasonable regard for the credit 
risks. 

Mr. Jennings made a survey in Pennsylvania when they had the 
214-percent limitation on interest on savings accounts and he found 
that many banks weren’t paying the amount they were permitted 
to pay. I saw a bank the other day, which was paying only 1 per- 
cent on interest accounts, where the other banks in town are paying 
more. In some of those things, it is a matter of what the bank thinks 
it can do, but if they go out and buy accounts by lending a man 
twice as much as he can reasonably use and expect. to repay, that we 
think is not good, but we approach that from the point of view of 
keeping the bank ‘healthy. 

Mr. Motrer. There is nothing in this bill that seeks to impede or 
impair or change the regulatory agency’s authority over the competi- 
tive practices of the banks. This looks toward the competition be- 
tween banks on a broader scale? 

Mr. Giwney. Yes, sir; I think that is true. 

Mr. Mutter. Now, I think you will agree that banks are subject 
to the Sherman Antitrust Act. 


Mr. Gipney. I haven’t any reason to think otherwise. I believe 
they are. 
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Mr. Murer. And none of the agencies so far as you know, neither 
you as Comptroller nor any of the other agencies, so far as you know, 
seek any change to take the banks out from under those restrictions 
and prohibitions? 

Mr. Gipnry. We do not. 

Mr. Mutrer. The question is, I think, whether or not the Clayton 
Act should be extended to cover banks. 

Mr. Gipney. That is the thing which we wish to avoid. 

Mr. Mouurer. Yes, sir. Coming back to my question, I would like 
to put it again to you in a little more specific way, because I think these 
are sap instances that you and your office may be thoroughly familiar 
with. 

I don’t ask you to try to give me the answer now. But you can sup- 
ply it to us after you have given the matter some thought. 

ake the instance of the merger of the Chase National Bank and 
the Manhattan, the instance of the J. P. Morgan Co. and Guarant 
Trust Co., and Chemical Corn Exchange Bank and the New York 
Trust Co., and tell us as to each of those three, whether or not, if you 
were the office which had the right to say this merger shall or shall 
not take place, you would have approved it if the words were in the 
law saying, “substantially lessen competition,” or tend to a monopoly, 
and then give it to us again, using the word “unduly ?” 

Mr. Gipney. Yes; we can try that. 

Mr. Motrer. Will you try to do that for us? 

Mr. Gipney. Yes. 

Mr. Motrer. I think it will be helpful. 

Mr. Gipney. Of course, you appreciate that we do not have in our 
office the information which the Roeeinten stilt of Banks developed 
in acting on those cases, but we do have a general knowledge of them ? 

Mr. Mutrer. Yes. I am sure the committee will take into account 
that you didn’t review these matters, and just have the general infor- 
mation. 

Mr. Gipney. Yes, sir. 

Mr. Mutter. Which is available to the public, other than submitted 
to the other agencies. 

Mr. Gipney. Yes. 

(The information referred to above is as follows :) 


FEBRUARY 24, 1960. 
Hon. PauL Brown, 
Chairman, Subcommittee No. 2, Committee on Banking and Currency, House of 
Representatives, Washington, D.C. 

My Dear Mr. CHAIRMAN: At the time of my testimony on S. 1062 Representa- 
tive Multer requested that we advise the committee with respect to three speci- 
fied mergers whether we would have given our approval had they come before 
us and if there had been in existence at the time legislation which would have 
prohibited mergers which would substantially lessen competition, and also 
whether we would have approved the mergers had there been existing legislation 
prohibiting mergers which would lessen competition unduly. The specified 
mergers were: The Chase National Bank of the City of New York, New York, 
N.Y., and Bank of the Manhattan Co., New York, N.Y.; Guaranty Trust Co. of 
New York and J. P. Morgan & Co., Inc.; and Chemical Corn Exchange Bank and 
the New York Trust Co. 

After reviewing this matter and considering it carefully, we are compelled 
to agree with the statement made by Chairman Martin of the Federal Reserve 
Board to the effect that such transactions cannot properly be reviewed in 
retrospect and that if they are not reviewed at the time of the merger it is im- 
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possible to do so adequately at a later date. Furthermore, we do not have the 
full information upon which the action of the supervisory authority was based. 
Sincerely yours, 
Ray M, GIDNEY, 
Comptroller of the Currency. 

Mr. Moutrer. Now, I would like to pursue for a moment the matter 
of the use of the word “unduly.” 

Would you not agree that we can take the word out entirely, in the 
phrase “tend unduly to create a monopoly?” Don’t we really mean 
“tend to create a monopoly?” Can we unduly create a monopoly ? 
You either create one or not. 

Mr. Gipney. I am not the best authority on this, and I am not a 
lawyer. I can only tell you how it looks to a layman. I suppose 
one could say philosophically that any case where it would have any 
banks get together it brings nearer the case where there is only one 
left than it was before. 

Mr. Mutrer. You see, we have two standards. 

Mr. Gipnry. But the question is, is it unduly nearer, does it go far 
enough so that it is unhealthy and unwise? That is where “unduly” 
comes in, forme. That is my idea of it. 

Mr. Mutrer. Let me try to break it down. We have put two stand- 
ards in the bill before us and the prohibition reads “may be to lessen 
competition unduly or to tend unduly to create a monopoly.” 

Now, I think we can understand that first part, whether it substan- 
tially or unduly lessens competition. 

Mr. Gipnery. Yes. 

Mr. Mutrer. We can understand that and arrive—we may differ 
as to ihe result, but at least, we can take certain standards and get to 
a result, 

But “tend to unduly create a monopoly,” I think the word “un- 
duly” does not belong there. Either it tends to create a monopoly 
or it doesn’t. 

Now it might be that some act tends to create a monopoly—I could 
begin to argue about that. But whether a monopoly is due or undue, 
I don’t understand that language. Or am I wrong? 

Mr. Gipney. Well, I think you have there—you don’t want it to 
read that it tends in any degree whatever, do you? No matter how 
small? You don’t want that. And, of course, in that we come to the 
banking factors. It seems to me you just have to take the whole pic- 
ture, and I believe that we do not have completely felicitous language, 
but I think we know pretty well what we mean. Is this tendency 
sufficiently marked to be harmful? 

Mr. Muurer. Could you give us some instance of how that would 
be applied so we might be able to understand better what is meant by 
to “tend unduly to create a monopoly”? 

Mr. Gipney. If we had the words just “tend to create a monopoly,” 
won’t we be in a pretty rigid vise? So what word should we put with 
“tend”? Is there an excessive tendency there? That is what we are 
getting at. You could infer a tendency whenever there was a merger, 
couldn’t you ? 

Mr. Muurer. You see here again we are on difficult ground without 
definition. Every bank charter to an extent isa monopoly. Am TI not 
right? It gives that particular bank certain rights that no one else 
can have in that area. We may give those same rights to three or 
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four or five different groups or three or more banks in the same area, 
but each is getting a certain monopolistic right, am I not right? 

Mr. Gipney. There is some element of that. 

Mr. Mutter. So doesn’t that point up the fact that this language is 
wrong ¢ 

Mr. Gipney. I don’t think so. I think the language is quite good. 
I think we know what we are getting at. 

Mr. Mutter. I think that what we would all like to do—I think I 
can express your intent, too—in saying that what we are looking for 
is a bill that will set forth standards that all of us will understand, 
that the agencies can follow without too much criticism, because you 
will be criticized no matter what you do. Some people will never agree 
with you. 

But if we can get these standards in such language that we as legis- 
lators understand it, and you as the agency understands it, and the 
general public and the bankers understand it I think we will have made 
some progress. 

Up to now, I am afraid we are just floundering, and I say that not 
intending to be unkind to our associates on the other side. As Mr. 
Barrett just suggested, this statute is going to get before the courts 
for review. Must we not put this bill in such language that the courts 
in reviewing your action as the administrative agency will know what 
we mean ? 

Mr. Gipney. Well, I drew the attention of the committee this morn- 
ing to the fact that the Supreme Court in 1911 used the word “unduly” 
and the word “unduly” is in the Interstate Commerce Commission Act, 
so there have been higher authorities on the subject than anyone in 
our office would be, who have used it and they have thought it was 
a suitable word to use. 

Mr. Motrer. I am inclined to think that when we are talking 
about the first standard “may be to lessen competition unduly or to 
lessen competition substantially,” it is not going to make too much 
difference there, which word you use. Because when you actually 
get to applying that rule to your cases, if 614 percent is undue com- 
petition, it is going to be a substantial lessening of competition; if 
23 percent in some other case is going to be a substantial lessening of 
competition, it is going to be undue competition; but that is only one 
of the standards you have to take into account. 

Mr. Gipney. That is right. 

Mr. Murer. When we get beyond that, how much of a monopoly 
are we going to create? That, too, will have to be taken into account, 
but I am afraid we need better language than is now in this bill to 
cover the situation, and I think that when you review these three 
cases and give us your opinion on them, I think maybe that will point 
it up for us. 

Mr. Gronry. We shall keep that in mind, Mr. Multer. 

Mr. Mourer. Mr. Vanik suggests that if possible, you give us a 
specific instance of where you would say it substantially lessens com- 
petition and another one where it unduly lessens competition and yet 
there is a difference. If you can think of any such instance, 

Mr. Gipnry. Well on that, it seems to me that substantially should 
have been interpreted to mean very much what unduly would mean 
to me, but the court cases have narrowed it down. I believe Sena- 
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tor Robertson has said that the courts narrowed it down to such an 
extent that it is an impractical standard to apply to banks. I think 
we will find many cases where if you apply that simple arithmetical 
test, we would have to say no to a merger proposal, but we don’t want 
to apply the simple arithmetical test. 

I think there is much more to a matter than that. We assume Con- 
gress wishes to place this in the hands of the supervisory agencies to 
exercise judgment and discretion. 

Mr. Mutrer. There are thoughts going through my mind as to 
whether the insistence on using substantially, rather than unduly, 
isn’t to take us as far from the Clayton Act as possible. I believe 
the basic determination Congress will have to make is do we want 
the Clayton Act or something like it to apply to banks. 

If we do, then we ought to take substantially the same language. 
If we don’t, let’s set up an entirely different standard. 

Mr. Barrerr. Doesn’t this legislation in effect authorize the ex- 
emption from the Clayton Act? The Clayton Act may apply to 
banks. 

Mr. Gipney. It doesn’t at present. 

Mr. Barrerr. There might be a subsequent decision so that it might 
be brought in. 

Mr. Vantk. Won’t this legislation serve to clearly take the banking 
industry out from under the Clayton Act ? 

Mr. Gipnry. Yes, and I think it should and keep it out. 

Mr. Mutter. Mr. Gidney takes the forthright position that he 
doesn’t want banks under the Clayton Act. We must determine 
whether we want to go along with him or whether it is in the public 
interest that Congress state that they shall be under the Clayton Act. 

Mr. Gipney. Mr. Multer, that also is very forthright. 

Mr. Muurer. Yes. 

Mr. Vanrk. That is the crucial point of this legislation, in effect. 

Mr. Mutter. I would say that that is probably what has been hold- 
ing up the legislation, the resolution of that problem, because I think 
everybody is in agreement that we do need stronger legislation against 
mergers of banks, am I right, Mr. Gidney ? 

Mr. Gipney. We need more definite legislation. 

Mr. Mutter. We need a clarification of existing statute and pos- 
sibly an elaboration of it with reference to the problem of merging 
of banks. 

Mr. Gipney. That is right. 

Mr. Mutter. And one of the main issues to determine, I think, is 
whether or not we will extend the Clayton Act standards or similar 
standards to this legislation. 

Mr. Gipney. That is right. 

Mr. Mutter. Are you familiar with the O’Mahoney amendment 
that was offered on the Senate side to S. 1062? 

Mr. Gipney. I do not have it, Mr. Multer. I know the O’Mahoney 
amendment that was introduced in an earlier Congress, the so-called 
savings clause which received the attention of the Senate in prolonged 
debate. 

Mr. Mourrter. I don’t think it would be fair to ask you to analyze it 
now, but you might submit to us your views with reference to it— 
that is, the amendment which will give the agencies the right to go 
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ahead with a merger under certain conditions, even though it may 
lessen competition, and there it doesn’t matter whether it is unduly 
or substantially lessening competition and it doesn’t matter whether it 
tends to create a monopoly, if those conditions exist, you would be 
authorized, nevertheless, to permit the merger or to approve the 
merger. 

I think the committee will be interested in knowing your views 
with reference to that. 

Mr. Giwnry. We think this is a completely unwise amendment, be- 
cause it appears to deal only with a failing bank, which is an old sub- 
ject, and to deal only with failing bank situations is not sufficient. 

Mr. Mutter. No, Mr. Gidney, it goes further. The first provision 
is you may do so even if there is reasonable probability of a failure of 
the bank, then there is the question of incompetent management, and 
the question of inadequate capital, and unsound assets 

Mr. Gipney. Mr. Multer, I hadn’t seen this before. 

Mr. Motrer. That is why I say it would be unfair to ask you to 
analyze it now, but after you have had an opportunity to study it, 
I think we would be very much interested in your considered views. 

Mr. Gipney. Very well. 

(The information referred to above is as follows :) 


FEBRUARY 24, 1960. 





Hon. PAut Brown, 
Chairman, Subcommittee No. 2, Committee on Banking and Currency, 
House of Representatives, Washington, D.C. 


My Dear Mr. CHAIRMAN: At the time of my testimony on 8S. 1062 Representa- 
tive Multer requested that we give to the committee our views on an excerpt from 
the amendment to 8S. 1062 offered by Senator O’Mahoney and defeated on the 
floor of the Senate. The excerpt presented to us is as follows: 

“This provision shall not, however, be deemed to prohibit a merger, consolida- 
tion, acquisition of assets or assumption of liabilities where the Comptroller, the 
Board of Governors of the Federal Reserve System, or the Corporation, as the 
case may be, finds that there is a reasonable probability of the ultimate failure 
of the bank to be acquired; that because of inadequate or incompetent manage- 
ment the acquired bank’s future prospects are unfavorable and can be corrected 
only by a merger or consolidation with the acquiring bank; that the acquired 
bank is a problem bank with inadequate capital or unsound assets and its 
acquisition by another bank would be the only practical means of dealing with 
the problem; or that several banks in a small town are compelled by an over- 
banked situation to resort to unsound competitive practices which may eventually 
have an adverse effect upon the condition of such banks and the merger of the 
two or more banks would, therefore, be in the public interest.” 

For the information of the committee there is enclosed herewith a copy of a 
letter dated May 11, 1959, which we addressed to Senator Robertson as chairman 
of the Senate Banking and Currency Committee with reference to the amend- 
ment introduced by Senator O’Mahoney. In this letter we expressed our opposi- 
tion to this amendment. 

It is our understanding that Mr. Multer did not wish our views with regard 
to the entire O’Mahoney amendment, but only with regard to the excerpt quoted 
above as a possible addition to 8. 1062 in its present form. 

We would not favor adding this excerpt to S. 1062. 

We believe the addition of this excerpt would be unnecessary. S. 1062 re- 
quires that in acting upon bank mergers the banking agencies shall take into 
consideration the factors enumerated in section 6 of the Federal Deposit In- 
surance Act, as well as competitive factors, and gives to the banking agencies 
final authority to approve or disapprove. We are satisfied that under 8. 1062 
the banking agency having the responsibility would have full authority to ap- 
prove bank mergers involving the conditions referred to in the excerpt. 

Furthermore, the addition of this language would be cause for concern because 
it might very well leave the implication that the banking agencies could find 
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competitive factors outweighed by banking factors only in the limited class of 
cases enumerated. It is our belief that the proposed exceptions as drawn are 
inadequate and too restrictive. Moreover, we believe that it would be impossible 
to cover specifically in legislation all the combinations of possible circumstances 
under which banking factors might dictate that a particular merger should be 
approved notwithstanding a lessening of competition. 
Sincerely yours, 
(Signed) R. M. Grpney. 


May 11, 1959. 
Hon. A. WILLIs ROBERTSON, 


Chairman, Committee on Banking and Currency, 
U.S. Senate, Washington, D.C. 


My Dear Mr. CHArRMAN: You have requested our comments on an amend- 
ment to S. 1062, the bank merger bill, introduced by Senator O’Mahoney. 

The basic aim of this amendment is to make the standards contained in 
section 7 of the Clayton Act applicable to bank mergers and to make competitive 
standards conclusive. Both of these proposals have been fully considered by 
the Senate Banking and Currency Committee on at least three occasions, and 
have been rejected. For reasons previously stated on many occasions before 
congressional committees the Comptroller of the Currency is opposed to this 
approach to bank mergers. The effect of the amendment would be to take 
effective control over bank mergers out of the hands of the bank supervisory 
agencies and place it in the hands of the Department of Justice. As we testified 
before your committee S. 1062 as introduced by you for yourslf and Senators 
Fulbright and Capehart implies recognition that a strong banking system is 
vital to the welfare of the Nation and that banking is a supervised and regulated 
industry. It would extend Federal regulation to bank mergers not now subject 
to Federal contrel in a manner consistent with the existing banking structure 
and it would leave jurisdiction over bank mergers in the bank supervisory 
agencies with authority to weigh and adequately consider the important banking 
factors in conjunction with purely competitive factors in order to arrive at fair 
and well-balanced decisions. 

The adoption of the O’Mahoney amendment which would make competitive 
factors conclusive completely ignores the fact that banking is an industry clothed 
with the public interest and that the public interest must be considered in bank 
merger transactions. As you know, a representative of the Justice Department 
has testified before your committee that that Department in enforcing section 7 
of the Clayton Act must determine whether there is a substantial lessening 
of competition without viewing that in the light of the public interest. The 
banking agencies on the other hand do take into consideration, and under 
S. 1062 as reported would be specifically permitted to take into consideration in 
passing upon bank mergers the usual banking factors such as the effect upon 
the soundness of the banking system, the effect upon the convenience and needs 
of the community, the effect upon the particular banks involved, whether the 
resulting institution will be capably managed, soundly capitalized, and in a 
sound asset condition, and whether the plan is fair and equitable to the stock- 
holders of each of the banks. Thus, under 8. 1062 as reported the banking 
agencies would be permitted to act upon bank mergers after full consideration 
of all the factors which should be considered and in the light of the public 
interest. 

The use of the word “unduly” in S. 1062 would give the banking agencies 
needed flexibility whereas the substitution by the O’Mahoney amendment of 
the phrase “substantially to lessen competition” would inject into banking a 
rigidity which would be highly undesirable. 

We have previously testified that the applicability to banks of percentages 
which have been applied to industrial corporations under Clayton Act language, 
would clearly not be in the public interest. It must be kept in mind that the 
relevant market for banking is for the most part local rather than national in 
scope. 

S. 1062 would require the appropriate bank supervisory agency in passing upon 
bank mergers to seek the views of the other two bank supervisory agencies and 
to request a report from the Attorney General on the competitive factors involved. 
The O’Mahoney amendment would add a provision to the effect that in the event 
either of the other two banking agencies or the Attorney General disapproves 
the application a public hearing shall be held at which all interested parties 
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shall be afforded a reasonable opportunity to testify, and from which any party 
adversely affected or the Attorney General could appeal to the Court of Appeals 
for the District of Columbia. The amendment does not make it clear that the 
disapproval must be on competitive grounds nor that any such hearing shall 
be confined solely to competitive factors. Should it be contemplated that such 
a public hearing would not be confined to competitive factors but would require 
a consideration of all the factors involved in the decision to approve or disapprove, 
it would introduce into banking a completely novel and, in our view, dangerous 
concept which should not be adopted by the Congress without first having had 
serious and adequate consideration by the appropriate congressional committees. 
Public hearings have never been held on the mergers of financial institutions and 
for very good reasons. We know of no State which requires public hearings 
in connection with bank mergers. Consideration of bank mergers by super- 
visory agencies involves consideration of intimate details of the conditions and 
affairs of ‘the banks involved including management weaknesses, investment de- 
preciations, classified loans, and other such matters which should not be made 
public. A great deal of the information considered by bank supervisory agencies 
in passing upon bank mergers is contained in the examination reports of the 
banks. Traditionally, since 1863 these reports have been regarded and treated 
as confidential not only by the bank supervisory agencies, but also by the courts. 
(See Bank of America National Trust and Savings Association v. Douglas (App. 
D.C. 1939) 105 F. 2d 100.) 

Moreover, bank mergers should not be held pending for long periods of time. 
The provisions contained in the amendment for public hearings with subsequent 
appeal to the courts could result in long drawn out proceedings. 

The provision contained in the proposed amendment for appeal by the Attorney 
General to the courts from the order of the Comptroller of the Currency would 
place the Comptroller’s office in an untenable position. Under existing laws 
and regulations the Attorney General is required to represent the Comptroller 
of the Currency in litigation. Hence should the Attorney General appeal from 
an order of the Comptroller of the Currency the Attorney General would be placed 
in the position of being the plaintiff and at the same time counsel for the defend- 
ant; and the Comptroller would have as his counsel the plaintiff in the litigation 
against him. 

\Even though competitive factors would be made conclusive by the O’Mahoney 
amendment, there would be inserted a statement to the effect that the provision 
shall not be deemed to prohibit a merger in certain enumerated cases. The ex- 
ceptions provided are completely inadequate. The bank supervisory agencies 
have testified in detail on many occasions as to why it is impossible to enumerate 
of all the categories of cases in which flexibility is needed. Aside from this 
the O’Mahoney amendment does not even include all of those situations which 
have been pointed out as properly belonging in any such enumeration. For exam- 
ple, there is no recognition in the proposed amendment of the fact that it may 
be necessary on occasion for smaller banks to join forces in order to provide 
more effective competition to nearby larger institutions. Nor is there recognition 
of the fact that some smaller banks are unable to meet the borrowing needs of 
their communities and which might make it highly desirable for these banks to 
become parts of larger organizations. The report of the House Judiciary Com- 
mittee at the time it reported favorably a bill which would have amended section 
7 of the Clayton Act to make it applicable to bank mergers, recognized that there 
are other situations than those listed in the O’Mahoney amendment in which, 
from a banking standpoint, the acquisition of a bank by another bank may 
be desirable. For example, the committee report referred to a situation in 
which the acquired bank had not made provision for management succession. 
The report further stated that the same principle applies where there are not 
adequate banking facilities. 

In these cases which are enumerated as exceptions the language is much too 
restrictive. In the second exception where because of inadequate or incom- 
petent management the acquired banks future prospects are unfavorable, the 
bank agency would have to find that correction could be made “only” by a merger 
or consolidation. There are almost always alternative methods of dealing with 
such situations although some obviously would be better than others. To require 
a finding that merger is the only solution makes the exception unworkable for 
practical purposes. The same objection applies to the third exception where also 
there would have to be a finding that merger was the only solution. 
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Another objection to the attempted enumeration of exceptions is that there 
would be left no latitude for the exercise of judgment by the bank supervisory 
agencies in borderline situations. 

In addition to the basic unsoundness of the O’Mahoney amendment, the amend- 
ment contains many ambiguities and in many respects is unclear. 

As indicated above, it is not made clear that the hearings which would be 
required would be confined to the competitive aspects of the bank merger at issue. 

Under §8. 1062 as reported it is clear that the views of the other two super- 
visory agencies shall be sought only on the question of the competitive effects. 
Under the proposed amendment it is unclear as to the question on which the 
views of the other two agencies shall be sought. Under the language of the 
amendment it would seemingly not be solely and perhaps not at all on the 
question of the competitive effects. 

The amendment would require that the appropriate agency seek the views of 
the other two banking agencies on “such question” (sic), and shall request a 
report from the Attorney General on the competitive factors. The very next 
paragraph, however, refers to disapproval of the application by the Attorney 
General, thus implying that in addition to making a factual report on competitive 
factors the Attorney General shall have the right to approve or disapprove the 
application. Nowhere in 8S. 1062 or in this proposed amendment is he given any 
such authority. 

The provision for public hearing in the event of disapproval of the application 
by one of the banking agencies or the Attorney General would under the language 
of the amendment, apply to the emergency cases referred to in the preceding 
paragraph of the amendment as well as to all other cases. Thus, the provision 
that in case the agency finds an emergency exists it may shorten the period for 
the Attorney General to report to 10 calendar days would be useless for if the 
Attorney General disapproves a hearing would have to be held with right of 
appeal to the court before the agency could act notwithstanding the emergency 
nature of the situation. 

It is not clear what the situation would be with respect to public hearings 
should the agency find under the second proviso that an emergency makes neces- 
sary immediate action in order to prevent the probable failure of one of the 
merging banks. Apparently, notwithstanding the emergency nature of the situa- 
tion the agency would nevertheless have to seek the views of the other two 
banking agencies either of which could bring into play the public hearing provi- 
sions by disapproving. 

In addition to the basic objections to the proposed legislation from a policy 
standpoint, and the ambiguities and lack of clarity which would be written into 
law should the Congress adopt the O’Mahoney amendment, it remains to be 
said that the procedure provided is so cumbersome in nature that it would render 
the bank supervisory agencies completely unable to deal with a nationwide 
banking emergency such as has existed before in this country and which, while 
it is to be hoped will not occur again, the bank supervisory agencies must be 
prepared to face, and to properly handle in the interests of maintaining the 
economy and banking services in the Nation. It is most unfortunate that those 
seeking to make Clayton Act standards applicable to bank mergers do not 
recognize the importance to the economy of a strong banking system, nor the 
dire consequences which might some day result to the Nation if the bank super- 
visory agencies are unduly restricted in their efforts to deal with their responsi- 
bilities conscientiously and effectively. 

Sincerely yours, 
(Signed) R. M. GIpDNEy, 
Comptroller of the Currency. 

Mr. Motrer. Having in mind that the Department of Justice, un- 
der the Sherman Antitrust Act, can, and as we know recently has 
started an antitrust suit against a banking institution, don’t you think 
it would tend to eliminate the possibility of such suits if you were re- 
quired, as a matter of law, to consult with the Attorney General and 
get his report or opinion ¢ 

I am sure it doesn’t matter whether it is an opinion or a report. An 
opinion would undoubtedly be prefaced with his summary of the 
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facts, and a report would be based on the facts and both would contain 
a conclusion or recommendation. 

But if the Attorney General approves and finds no fault with it, 
surely we would be in a very bad position if he subsequently went to 
court and brought an antitrust suit under those circumstances. If 
you don’t consult and don’t get his opinion or report—surely you don’t 
have to follow it—but if he says “This is bad” it gives notice to all 
concerned, “You may face an antitrust suit if you go through with it.” 

On the other hand, if he approves, I think you can be reasonably sure 
there will be no suit. 

Mr. Gipney. Well, that particular suit is both under the Clayton 
Act—which I believe is applicable in that case, because there was a 
purchase of stock—and also the complaint was entered under the 
Sherman Act, and until that is adjudicated we won’t know just what 
the position is there. Not very long ago we had a case which we con- 
sulted with the Department, or at least we gave them all the material 
we could develop. In this instance there was a purchase of stock, and 
we thought that it might and probably would come within the purview 
of the Clayton Act and we gave everything we had, and so did the 
banks, we assumed that they considered it, and close to a month having 
passed, we told them we were about to take action and they said 
“Thank you,” and that was all we heard from them. 

So it is a little easier said than done. 

Mr. Mourer. I wonder if it would be fair to ask that the adminis- 
tration clarify its position on this legislation so far as we in Congress 
are concerned. 

Here we have two agencies of the Government. The Comptroller 
of the Currency says he wants the bill with certain amendments, or 
without certain amendments; the Department of Justice, it is an open 
secret they are going to come in and say, “We Want this bill with 
certain amendments”; and as to the amendments, there is going to 
be opposition between the two agencies. 

Shouldn’t somebody tell us what the administration’s position is as 
between these two agencies? 

Mr. Gronry. In this particular case, the Comptroller of the Cur- 
rency doesn’t stand alone. The Treasury Department has joined in 
our views and there does appear to be a difference of opinion between 
two departments. 

And the President has taken, has expressed the view that legisla- 
tion is needed, but has not-—— 

Mr. Mutter. He hasn’t gotten into details? 

Mr. Gipnery. The difference within the administration is as to the 
provisions of the bill. That is right. 

Mr. Mutrer. Is somebody going to try to reconcile the administra- 
tion differences for us? 

Mr. Grpney. I don’t know. 

Mr. Motrer. One other question, Mr. Chairman. 

In your appendix, which is a very elaborate piece of work, and for 
which you should be complimented, you set forth, I believe, the various 
mergers, consolidations, and purchases approved by the various 
agencies. 

Mr. Gipney. Yes, sir. 
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Mr. Muurer. Am I right, there is no indication here of the applica- 
tions for mergers or consolidations that have been disapproved ? 

Mr. Gipney. That is true. 

Mr. Mutrer. Would it be a difficult task to supply that infor- 
mation ? 

Mr. Gipnry. Yes, it would, because we haven’t any knowledge— 
well, I do know of one or two, but we don’t know about what the 
States have done, and our disapprovals for the most part have not 
been formal disapprovals. 

We have said “We think it is better if you don’t go ahead.” 

Therefore, those do not make a formal record and it would be 
quite unfair, I think, to give publicity to them. 

Mr. Motrer. I think you are right. I was going to suggest that 
if you supplied us with such a list, that you do it without names. 
Just give us numbers, and substantiating facts so we can judge which 
vases have come within the disapproval of your agency. 

Mr. Gipnery. There have not been a great many, and they have 
been mostly informal. 

Mr. Mutrer. There, too, I don’t think it would be fair to ask you 
to give us the names of those concerned in informal applications or 
informal discussions. 

Mr. Gipnry. There have been a very few which have been more 
formal, that is where a letter was written saying we would not go 
forward. 

Mr. Mutter. That may be helpful to us if you could supply such 
information without violating any confidences. 

Mr. Gipney. Well, I think these cases that I have in mind are 
some years back, and I think that we were questioned on them in 
earlier hearings, and it is quite possible that we did then give the 
information to you. We will check up on it and see what we can do. 

(The data referred to above is as follows :) 

FEBRUARY 23, 1960. 
Hon. PAu Brown, 
Chairman, Subcommittee No. 2, 


Committee on Banking and Currency, 
House of Representatives, Washington, D.C. 


My Dear Mr. CHAIRMAN: At the time of my testimony on S. 1062 Representa- 
tive Multer requested that we advice the committee as to the circumstances of 
bank mergers which we have disapproved. 

For the information of the committee there is enclosed herewith a table 
supplying this information. 

Sincerely yours, 
Ray M. GIpNeEy, 
Comptroller of the Currency. 


51677—60——-5 
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Bank mergers disapproved by the Comptroller of the Currency 








Bank merg- 
Nature of ers dis- 
disapproval approved Reasons for disapproval 
1954-59 
inclusive 

EET el 8 | The proposed absorbing bank was in a commanding competitive 
position, and the proposed absorption would have increased the 
scope of its commanding competitive position without offsetting 
ve in the best interests of sound banking and of service to the 
public 

SECT ES es 12 Do. 

Sa 1 | The proposed merger which involved 2 banks in a relatively small 
rural community would have left the community without banking 
competition. 

Ee 1 | The proposed merger which involved 2 banks in a community with 
a population of approximately 25,000, would have left the com- 
munity with inadequate banking competition. 

a ae tee 1 | Reasons related to banking factors and did not involve competition. 

eee ll Do. 

| IE Ie 34 











Mr. Mutter. Thank you. 

Mr. Vanik. Mr. Gidney, I have one more question: In connection 
with the merger—assuming there is a merger under way, under the 
provisions of this bill, what would be the administrative procedure 
that your office would follow, in considering the merger ? 

I just want to know how it comes to your desk and what will 
happen in your office. What will be the administrative procedure? 

Mr. Gipney. Well, I suppose that the representatives of the par- 
ticular banks will come down and tell us that their directors 
believe 

Mr. Vanik. That a merger is desirable ? 

Mr. Gipnery. That they wish to merge. 

Mr. Vanix. We would then ask. 

Mr. Gipnrey. We would then ask them to supply us the information 
which would be needed which I described earlier today, and we would 
assemble that in such a way—I am doing this impromptu, Mr. 
Jennings, I may go off the track a little please « correct me—but I think 
we would assemble that in such a way that it could be submitted in 
reasonable form to the Federal Reserve and the FDIC, and we would 
ask their views on it and if the bill were enacted in just the form in 
which it now stands, we would, at the same time, inform the Attorney 
General’s office of the application and of the—I don’t know how 
complete the data would have to be, we would hope that it would not 
have to be too extensive. 

Mr. Vanik. This would all be by nature of correspondence? 

Mr. Gipney. I think we would do it by letter. 

Mr. Vanrx. Would there be any way for the public to know about 
the prospective merger ? 

How would the public, or anyone else, know? How is this com- 
mittee or anyone else to know that a merger is under way? Or is 
that to be withheld from the public ? 

Mr. Gipney. I think that could happen in one of two ways: And 
I am not sure how it would work out. And this is just anticipating 
something, which we haven’t studied yet—I think that this will neces- 
sitate publicity, this reference. 
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Mr. Vanik. Shouldn’t this law provide for public hearing ? 

Mr. Gipney. I think without this provision 

Mr. Vanik. So that objectors can make their objections known, 
so that there is some publication of an impending merger ? 

Mr. Gipney. As you know, under the present law, our banks have 
to publish for four weeks their notice to shareholders of intention 
to merge. 

Now, we haven’t worked this out, and until the law is passed, I 
don’t think we can do it adequately, but where it has to be submitted 
to the Board of Governors and to the FDIC and the Attorney Gen- 
eral, it will probably be necessary, I think, to make it public at that 
time. I don’t see how we can function without doing so. 

Mr. Vanik. Wouldn’t it be advisable to say right in this bill so 
that we protect the Congress in its obligation to the public, so say 
that “After public hearing and after proper notice” ? 

Mr. Gipney. This bill doesn’t call for public hearing. 

Mr. Vanrk. Why won’t it be advisable to put that right in the 
statute ¢ 

Mr. Gipney. I don’t think it would be particularly harmful to 

say that there should be public information that there is a merger, 
but a public hearing we do not think is desirable or necessary. 
I don’t think you will need to put it in the law, because I think we 
shall have to give some publicity or make the information available. 
When it has been submitted to the Department of Justice, they will 
doubtless exercise the right to say they have the proposal. 

Mr. Vanik. What would be the objection to publication ? 

Mr. Gipney. I don’t know that there would be any objection to it. 
I just don’t think it is necessary. 

Mr. Vantk. The reason I would like to see it in the statute is, when 
I participate in the passage of any legislation, I am answerable to 
my constituents and they say, “What are you doing about the public’s 
right to know?” and I say the Comptroller is going to insist on some 
kind of publication. They say, “You didn’t insist on it, you let this 
get by without publication.” 

Mr. Jennrinas. From the time the Comptroller acted on the appli- 
cation and the two groups proceed with the merger, as Mr. Gidney 
mentioned, all of the banks that are party to the consolidation must 
publish on their own behalf in local papers, for 28 days, the fact that 
this merger is being considered, and that the shareholders, at a date 
after the 28 days have run, will be called upon to meet and vote to 
either approve or disapprove of the merger. So wide publicity is 
given a consolidation and merger once the supervisory agency has 
acted. 

Now whether or not there should be publicity given during that 
period, when the matter is being considered, that I don’t know. 

Mr. Vantx. Asa practical matter, isn’t the merger accomplished, or 
wouldn’t it be accomplished before there is any publication, as a 
practical matter? 

Mr. Jenntnos. No; I would say no. 

Mr. Vanik. Isn’t it true in some of these mergers that have already 
transpired, isn’t it a fact that the merger was completely accomplished 
by the time there was any publication ? 
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Mr. Jenninos. I would say that generally speaking, that is not true, 
that when the Comptroller gives his approval or the Federal Reserve 
Board or the State superintendent, normally the shareholders of the 
banks will approve, but there are exceptions, when the shareholders 
for one reason or another decide they don’t wish to go ahead. 

Mr. Vanix. This assumes that the sole parties in interests are the 
banks and the shareholders and this is not true, because the public is 
a party at interest. 

Mr. Gipney. Mr. Vanik, we are giving you a list of those acquisi- 
tions by purchase. 

Mr. Vantg. Yes, sir. 

Mr. Gipney. Those might go through without public knowledge. 
I spoke of the one in Sun Valley, Calif., which definitely was not given 
publicity because it occurred over the weekend and if it hadn’t been 
done, the bank wouldn’t have opened Monday morning. But on the 
mergers and consolidations, and as you will note, I believe this legis- 
lation will draw those purchases and acquisitions into the requirement 
for approval. 

Yes, that will draw them into the requirement for approval and 
would draw them into the requirement, I believe, for the exchange of 
information and I think you will get publicity as a result of this bill 
as it now stands. 

Mr. Vanix. Mr. Chairman, I have one further question. 

Mr. Brown. All right. I have another witness who wants to be 
heard this morning; but go ahead. 

Mr. VAanik. Assuming you have approved a merger, what judicial 
review is there of an order either of approval over disapproval # 
Ifany? Under this bill, that is? 

Mr. Gipney. Oh, under this bill? Counsel tells me that unless 
I acted arbitrarily or capriciously, there wouldn’t be a review, but, of 
course, with the provisions of this bill, opportunity to act arbitrarily 
and capriciously seems to be pretty well eliminated. So there would 
not normally be opportunity for court review, but I do not understand 
that this placing authority in the supervisory agencies would remove 
any rights the Department of Justice might have to proceed under the 
Sherman Act. 

Counsel says that istrue. That would remain. 

Mr. Vantx. I want to thank Mr. Gidney very much, Mr. Chairman. 

Mr. Brown. Very well, Mr. Gidney, we appreciate your testimony 
very much and you may be excused. 

L understand Mr. Wolcott is unable to testify this afternoon. You 
can come back tomorrow, can you not, Mr. Wolcott ? 

Mr. Wotcorr. At the committee’s convenience, Mr. Chairman. 

Mr. Brown. Then we will hear from Mr, Martin now. 

Mr. Vanrx. Mr. Chairman, Mr. Martin has a lot of testimony to 
give us on this bill. Won’t it be possible to continue this afternoon, 
so that we can get tothe floor? I don’t like to raise a point of order, 
but I hope there is ample time, and that if we can complete his testi- 
mony, that—— 

Mr. Brown. If we don’t get through, we will ask him to come back. 
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STATEMENT OF WILLIAM McCHESNEY MARTIN, JR., CHAIRMAN, 
BOARD OF GOVERNORS, FEDERAL RESERVE BOARD; ACCOM- 
PANIED BY HOWARD H. HACKLEY, GENERAL COUNSEL 


Mr. Martin. Mr. Chairman and members of the committee, in 
recent years a substantial number of banks have been absorbed by 
other banks. In an average year of the past decade, about 150 banks 
have ceased to exist as separate institutions, To put it another way, 
in the 10 years 1950 through 1959, over 1,500 banks—more than 10 
percent of all banks in the country—have been absorbed by others. 
Most of the banks thus taken over have been relatively small institu- 
tions, but some large banks, also, have merged with other already large 
institutions. 

Under provisions of the Federal Deposit Insurance Act and the 
statutes governing national banks, many amalgamations of banks 
require the approval of either the Comptroller of the Currency, the 
Federal Deposit Insurance Corporation, or the Board of Governors 
of the Federal Reserve System. A substantial number, however, may 
and do take place without being subject to any requirement of ap- 
proval by Federal supervisory agencies, including both absorptions 
effected through exchange of stock and absorptions through purchase 
of assets and assumption of liabilities. 

The main objective of the bill S. 1062 is to provide that no bank 
subject to Federal Government supervision (which comprises over 
95 percent of all banks in the country) may be taken over by another 
unless the transaction has first been approved by the Comptroller of 
the Currency, if the absorbing bank is a national bank, by the Board 
of Governors, if the absorbing bank is a State member bank, and by 
the Federal Deposit Insurance Corporation, if the absorbing bank is 
a nonmember insured bank. Before approving or disapproving a pro- 
posed merger, the supervisory authority would be required to consider 
the bank’s financial history, condition, and prospects; the character 
of their management; the convenience and needs of the communities 
involved; and whether the effect of the merger may be to lessen com- 
petition unduly or to tend unduly to create a monopoly. 

The Board believes that the number of bank mergers in recent years 
has been sufficiently great to give cause for concern, and that there 
is a clear need for legislation to prevent bank mergers that would so 
lessen competition as to be incompatible with the public interest.. On 
the basis of its study, over the years, of many suggested approaches 
to this problem, the Board has concluded that the procedure pre- 
scribed by S. 1062 would be a sound and effective proeedure, and, ac- 
cordingly, the Board endorses this bill. 

In a few relatively minor respects, which do not affect the main 
purpose and benefits of the measure, the Board believes that S. 1062 
might be amended to advantage. In the first place, in its present 
form the bill would permit the supervisory agency, in emergency 
cases, to act on proposed mergers without obtaining the views of the 
Attorney General or—in less pressing emergencies—to obtain his 
views upon quite short notice. The Board recommends that the bill 
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be amended to include similar provisions with respect to obtaining the 
views of the other supervisory agencies in emergency situations. 

The bill would require each of the supervisory agencies to submit 
to Congress special semiannual reports with respect to mergers ap- 
proved ‘by it during the preceding 6 months. It does not appear that 
special reports on this subject at such frequent intervals are necessary 
to apprise Congress adequately of developments in this field. Ac- 
cordingly, it is recommended that, in lieu of the provision mentioned, 
the supervisory agencies be instructed to include, in their annual re- 
ports to Congress, information with respect to bank mergers approved 
during the preceding year. 

The last clause of the bill would require each of the bank super- 
visory agencies to include in its reports to Congress “a summary of 
the substance of the report made by the Attorney General” to the 
agency with respect to each proposed merger which it thereafter ap- 
proved. The Board questions the advisability of having the views 
of one agency on such involved matters summarized by a different 
agency; it would seem preferable to require the supervisory agencies 
to include in their annual reports either “a summary by the Attorney 
General of the substance of his report” or the entire report of the 
Attorney General on each case. 

In closing, I should like to emphasize again that the Board is 
strongly in accord with the aims of S. 1062, and the general approach 
of that bill to the bank merger problem. 

Mr. Brown. Do you have any questions, Mr. Multer? 

Mr. Meurer. Yes,sir, Mr. Chairman. Thank you. 

Mr. Martin, the Federal Reserve Board has had authority under the 
law to bring antitrust suits against banks under the Sherman Act, 
has it not? 

Mr. Martin. We have authority in certain cases under the Clay- 
ton Act, not the Sherman Act. 

Mr. Mutter. There has been only one such action brought by the 
Federal Reserve Board, am I not right? 

Mr. Martin. Well, there is only one that Iam familiar with. That 
was a well-known holding company situation, and we failed in that 
case. 

Mr. Mouurer. Well, did you actually fail? Or did you fail to pro- 
ceed? When I say you, I mean the Board. Isn’t that a case where 
the Board, during the course of the hearings refused to take some 
testimony, excluded certain testimony, and the court reversed on the 
ground that you should have received that testimony, and then the 
proceeding was dropped instead of taking the testimony and making 
the determination ? 

Mr. Martin. Well, such an interpretation could be put on it. Hav- 
ing worked on that case for a long time, I question very seriously 
whether the taking of the testimony—but ‘this is passing a judgment 
on a court decision—would have added anything substantial to the 
case. 

I am using the word “substantial” now. 

Mr. Mourer. At any rate, after the court decision, the case was 
dropped ? 

Mr. Martin. We felt there was nothing further we could do. 
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Mr. Muurer. Are you familiar with the O’Mahoney amendment 
on the Senate side ? 

~e Martin. Well, our counsel mentioned it to me. I have not 
read it. 

Mr. Mutter. I think the committee would like to have your views 
with reference to that, as to whether or not that improves the bill 
and makes it more workable. 

Mr. Martin. The Board wrote a letter to Senator Robertson on 
that amendment; Governor Balderston sent it up last year and gen- 
erally we were adverse to it. 

Mr. Mutter. Am I not right that if we are to preclude, or give 
the agencies authority to prohibit mergers, or disapprove applica- 
tions for mergers where they involve the acquisition of assets, the 
agencies should also have the same right where they are acquiring 
stock of another bank, and thereby acquiring the entire bank? 

Mr. Martin. Lagree. 

Mr. Murer. And do you think that this bill will accomplish that 
purpose and give the agencies the right to review and determine on 
the merits whether or not mergers should go through, whether they 
concern or involve the acquisition of assets or the acquisition of the 
stock ¢ 

Mr. Martin. Ido. I might point out that last year, the number of 
cases requiring Federal Reserve Board approval that came before us 
were 23, and the number of cases not requiring approval were 20. 
So that nearly half of the cases last year involving State member 
banks required no approval or consideration by the Federal Reserve 
Board. 

This bill would change that. 

Mr. Mutter. May I engage you in the semantic discussion of “sub- 
stantially,” and “unduly ?” 

Mr. Martin. I have tried very hard to go through that, Mr. Multer, 
and I have great sympathy with you. I don’t think it is a semantic 
question. I think what we are talking about here is the element of 
competition, and “substantially,” in our judgment, after debating it 
for a long time, has more a quantitative sense than “unduly.” 

That is the basic distinction, but I wouldn’t want to say that the 
Board is being absolutely adamant on the question. I do think 
that “unduly” is a better word, from our point of view, in the terms 
of our experience with the cases that have come before us. 

Now, if you put the question to me that you put to the Comptroller 
about differentiating the cases on the basis of “unduly” and then on 
the basis of “substantially,” it becomes an almost impossible task to 
go through the cases and attempt such determinations, particularly 
in retrospect, because the banks are continuing institutions, continu- 
ing operations, and once you have missed your opportunity to review 
it, you have an entirely new set of circumstances to deal with. 

Mr. Mutrer. You see, you have anticipated my next question. I 
was going to ask you the same thing I asked the Comptroller to do, 
to take these three instances of the Chase National, Morgan Guaranty 
& Trust Co. and Chemical Corn Exchange Bank and tell us, in any 
one of those three instances, whether you would approve or dis- 
approve if you had in the statute the word “substantially,” and then if 
you had the word “unduly.” 
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Mr. Martin. I will give you my feeling on that. I don’t think that 
after a situation is consummated the Board or I, representing the 
Board, ought to be saying what we would or would not have done. 
We didn’t have those cases and did not review them at the time they 
came up, and these are going institutions at the present time. It is 
not particularly important what I say or don’t say on it, or what 
the Board does or does not say at the moment, but I don’t think 
we should at the present time say what we would have done under 
previous circumstances. Some people might take that as a reflection 
on the institution. 

Mr. Motrer. Let’s tackle it another way, then, without referring 
to the specific banks. Under this bill, if enacted, and we hope it 
will be, the Board is going to have the right to pass on these applica- 
tions, if the absorbing bank is a State member bank. 

Now, let’s take two State member banks, and you tell us, if you 
can, if not now, submit it to us, what standards your Board will use 
or set up in determining whether you should approve or disapprove 
a merger between two State member banks? 

Mr. Marrttn. If there are just two State member banks in a com- 
munity, and they merge in one, per se, it would look like a monopoly. 

Mr. Mutter. Well, presently if there are only two, there are two 
monopolies. 

Mr. Martin. Yes, sir; but your supposition was that they merge. 

Mr. Mutter. Yes. 

Mr. Martin. I would say that would make it one monopoly. 

Mr. Mutter. So we have lessened competition. 

Mr. Martin. You have lessened competition. 

Mr. Mutter. It doesn’t matter whether we have substantially less- 
ened it or unduly lessened it, we lessened it. 

Mr. Martin. You lessened it, and I think our general approach 
at the Board has been to look askance at anything that we thought 
was substantially diminishing competition, but we have to weigh 
against that the broad factor of the public interest. 

Now, it is the public interest that we are primarily concernd 
with, and I think that the supervisory agency has an especial re- 
sponsibility there because the general public doesn’t know all that is 
involved in these operations, and the supervisory agency has to 
weigh it in terms of the public interest. 

Mr. Motrer. I think it is obvious that if this bill passes, it is 
going to have a provision either against substantial lessening of com- 
petition, or undue lessening of competition. 

No matter which we use, you still need a saving clause in this 
bill, do you not, so that if there is an emergency and you must go in, 
because of bad management or inadequate assets, or because of likeli- 
hood of failure, or the necessity of closing up one of those institutions, 
we do need to have those exemptions, do we not ? 

Mr. Martin. You do, indeed. 

Mr. Mutter. Shouldn’t they be written into the bill ? 

Mr. Martin. Well, they are covered by the bill S. 1062 now, as I 
understand it. You have an escape there. May I ask our counsel, Mr. 
Hackley to speak on that ? 

Mr. Mutter. Yes. 
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Mr. Hack.ey. If I may, the inclusion of specific exceptions would 
be important only if the Board was prohibited from approving a 
merger where there is substantial lessening of competition. Under S. 
1062 that is not the case. The banking agency is authorized to con- 
sider a number of factors, including lessening of competition. 
Whether the word is “substantially” or “unduly,” it seems to me that 
the bill contemplates that competition would not be necessarily con- 
clusive and that the agency would be free to conclude that an “undue” 
or a “substantial” lessening of competition under the facts of a partic- 
re case was outweighed by favorable considerations of the other 

actors. 

Mr. Mutter. In the Senate report on the bill, I think they made it 
very clear that they are using the word “unduly” so as to make sure 
they were not excluding the other considerations that must be taken 
into account, the banking factors and other factors, and that the mat- 
ter of competition would not be the sole determining factor. Now, if 
we use the word “substantially” and made that clear in our report 
here, that that is not to be the only factor, but only one of several, 
don’t we accomplish the same purpose ? 

Mr. Martrn. As I have said, I wouldn’t want to put the Board as 
being adamant on that; but I think our judgment on the cases that 
have come before us is in line with S. 1062. We would favor the 
use of the word “unduly.” 

Mr. Murer. If we should decide—and I have no right to say that 
the committee is going to make this decision—certainly I have no 
right to say what the full Congress will do—if we should take the 
standards of the Clayton Act and apply them to banks, if we make that 
decision, shouldn’t we use as nearly as possible the language of the 
Clayton Act? 

Mr. Martin. Well, the Congress can do that if it wishes, of course. 
I think it would be a mistake to do that. I think that banking is in 
a different category. That is the real reason for our having the su- 
pervisory agencies. Banking is a public utility in a different sense— 
I use that phrase loosely—than other activities, and therefore, I think 
that is the purpose and reason for the legislation proposed in S. 1062. 

Mr. Murer. In other words, your view is that while competition 
is one of the things that must be taken into account in determining 
whether a merger or consolidation should be approved, it must not 
be the sole factor as it is in the Clayton Act? 

Mr. Martin. That is right, exactly. 

Mr. Mutter. Thank you, Mr. Chairman. 

Mr. Brown. Mr. Hiestand ? 

Mr. Hiesranp. Mr. Chairman, I feel that it should be said that 
there are those of us on the committee who appreciate not only the di- 
rectness and the effectiveness of the chairman’s statement, but also its 
brevity. And I thank him for it. 

Mr. Brown. Mr. Vanik? 

Mr. Vani. I would like to inquire of Mr. Martin, what objection 
would you have if the language of this bill were amended to pro- 
vide that after the word “shall,” we insert “after public hearing”? 
What effect would it have on this bill ? 

Mr. Martin. Well, Mr. Vanik, my feeling on public hearings is 
that banking is a field where it ought to be avoided unless it is ab- 
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solutely essential. You have depositors as well as stockholders in- 
volved, you have got gossip mongers, and all the rest of it. We have 
had a limited number of public hearings on holding company cases. 
I don’t think that the world has toppled on account of it, but I think 
that public hearings give rise to participation by people that are not 
directly interested. 

Mr. Vantk. The public, including the public, though. 

Mr. Martin. No; not necessarily. The public—I am assuming the 
public interest is being represented by the supervisory agencies. If 
you are talking about the public as a person who merely has a theory 
about banking, I don’t think he is directly interested. 

Mr. Vantk. Well, the people of the community are most vitally 
concerned because their service will be either improved or there will 
be a decrease in their service, as a result of the merger. How are they 
to know what is going on? There is a hearing going on here in 
Washington, or rather there is a matter of correspondence which is 
being analyzed in Washington to determine whether or not the merger 
should be approved or disapproved. They will have no awareness of 
it, and, therefore, they are unable to give any contribution to the 
record as to whether or not this is, in fact, in the public interest or 
adverse to the public interest. 

Mr. Martin. Well, a simple answer to that is that the broad public 
are not generally those concerned with these things. The specific 
individuals in the community are; and usually, as Mr. Jennings testi- 
fied here, when the supervisory agency has to make a decision of 
approval or disapproval, those individuals have had knowledge of 
the case. Now, to make the general public a participant in the deci- 
sion with the supervisory agency seems to me just enlarging the 
area of management to such an extent that it becomes untenable. 

Mr. Vanrx. A few moments ago you used the term “public utility” 
and in many respects it is applicable to banking services, and with 
respect to public utility law, the public is safeguardad. These hear- 
ings take place, the utilities don’t particularly suffer because the 
public is sional of any changes that are taking place in the struc- 
tural organization of the utility ? 

Mr. Martin. Well, I merely make the point that the public util- 
ity—the public utilities commission, as such, has a different super- 
visory function than that in the banking field as such. There are 
different things that would weigh against the usual public utility, 
not being subject to a run, for example, as a bank might be. 

Mr. Vanik. That is about the only difference that I can think of. 

Mr. Martin. But that is a major difference. I wouldn’t conceive 
of anything developing in a hearing on a public utility—a gas line, 
for example—that would cause such a thing. 

Mr. Vanik. Where we have a merger taking place, a good man 
of the mergers are designed to provide the buying bank with a amen | 
office without going into the intricate process of making a normal 
application. This is an area in which the community has a vital 
concern because it tends to reduce the service, in some cases, as 
branches are consolidated and as duplicating services are eliminated. 
This has a very, very serious effect upon community banking, and 
shouldn’t people in the community—the businessmen who may suffer 
in this situation—shouldn’t they have an opportunity to register some 
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sort of complaint? How are they going to know that it is going— 
that the merger is underway anyway $ 

Mr. Martin. Well, this matter of giving notice on a merger I think 
is a difficult one; in bank holding company cases we attempted to 
meet it by giving notice of it. But the problem on bank mergers— 
I think the general interest of the public, the broad, general interest 
of the public, ought to be handled by the supervisory agency and not 
through direct public involvement. Public discussion of cases in 
general, yes, sir. There their approach can be to the supervisory 
agency itself which considers the public interest, and I am sure 
neither the Comptroller nor the FDIC nor the Board would ever 
want to preclude the public from giving us their views on whether 
we are acting wisely or unwisely on any case. 

Mr. Vanix. The danger of that is that the public’s participation 
comes in at a point when the merger is an accomplished fact and it 
is already too late for them to do anything about it. It becomes 
history rather than something in being. How can an objector present 
himself? What would be his procedure? What would an objector 
do?  Let’s suppose I have a lawful objection to a merger in my 
community? How can I register my objection? I have no way of 
knowing that it is going on. How am [I going to be able to write 
to you, excepting to say that I might protest the merger of these 
institutions in my State, or something like that ? 

Mr. Martin. You can only object after the fact on general prin- 
ciples, unless you are a party to the merger where you tried to resist 
it, for example, by getting the stock not to be voted for the merger. 

Mr. Vanrk. But in my community the depositors, whom I repre- 
sent, are thousands of people, the people who use the institution. You 
are talking of stockholders. I am talking about depositors. 

. Mr. Martin. You, as a depositor, can take your account to another 
ank. 

Mr. Vantx. Of which there may be two or three less by the time 
I get ready to do that. 

Mr. Martin. That is the reason we are trying to get S. 1062 passed. 
As I have tried to point out here, I think one of the important things 
is that there were 23 cases that came up last year that required Fed- 
eral Reserve Board approval while there were 20 cases requiring no 
Board approval. 

Mr. Vanrx. Is there any one of those not requiring your approval 
that you would have denied approval to? 

Mr. Martin. I couldn’t say that. Because we didn’t; nor weren’t 
required to consider all of them. I think the public interest requires 
that they all be considered. 

Mr. Vanix. We are making a case here for a bill, whether or not 
this is a necessary bill. Now, if there isn’t any one of those cases that 
you would have disapproved, what does that do to the argument in 
support of the bill ? 

r. Martin. Well, Mr. Vanik, as I have indicated, it isn’t possible, 
after the fact, to have a consideration of the case. I can’t say whether 
any of the cases would have been disapproved. But I think a case 
should have been approved if the public interest would have been 
served. And that is a main purpose of S. 1062 as I see it, to get 
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under the umbrella of supervision in terms of the public interest 
those cases that are not now being considered. 

Mr. Vantx. If you can’t go along on the idea of public hearing, 
what objection would there be to a publication in newspapers of gen- 
eral circulation in the area in which the merging banks are located, 
advising that your office has under consideration this merger between 
two institutions ? 

Mr. Martin. Well, that involves the same objection that I made 
earlier. 

Mr. Vanrx. Same objection ? 

Mr. Martin. Same objection. If that were published in a paper, 
for example, and there were a couple of people who had no particular 
interest, but who were just against it, they could immediately start to 
stir up difficulties. 

Mr. Vanix. This doesn’t work that way with respect to the applica- 
tion for branch banking, under the Federal Savings and Loan Act. 
They have a public notice that has been published in the local papers, 
and objectors can come in and file their objections and submit their 
case to the Board, and they can even testify and have their objection 
considered by the Board. This doesn’t seem to affect the development 
of branch banking that takes place with respect to the savings and 
loan institutions. Why should it affect adversely the interests of 
banks considering merger ? 

Mr. Martin. Well, I think there is quite a difference between a 
branch and a head office. 

Mr. Vantx. What is the difference now ? 

Mr. Martin. Well, capital, surplus—— 

Mr. Vantk. Well, I will drop that question, it is much too broad. 
I have no further questions. 

Mr. Brown. Mr. Barr? 

Mr. Barr. Mr. Martin, to pursue Mr. Vanik’s point just a little bit, 
I have been personally involved in these mergers as a bank customer. 
On at least one occasion, I was outraged because there was no similar 
bank in the community, or one of the type that I liked. I think you 
are quite correct in your statement, however, that public hearings can 
cause arun. I think we saw such a run in New York last fall. I don’t 
know how you would work this out, but it might be helpful to this 
committee if you could take a look at this problem and tell us how 
an individual customer could object in public hearings without devel- 
oping these runs. Maybe there is no solution. I would be interested 
in your opinion. 

Mr. Martin. I think that is a very important point, Mr. Barr, and 
I think we ought to consider carefully whether there is a practical 
solution. 

Mr. Barr. I am not sure that there is. As you say the runs on a 
bank often occur after the merger has been completed. 

Mr. Martin. That is right. 

Mr. Brown. Mr. Moorhead ? 

Mr. Moorneap. Mr. Martin, I understand that the Board approves 
S. 1062. Does that include the requirement that the appropriate 
agency must seek an opinion of the Attorney General on whether 
there has been a lessening of competition ? 
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Mr. Martin. Yes, sir; we accept that, but there is an escape to It; 
we are not bound by the opinion. We would have preferred to go 
back to H.R. 4873, where there was no requirement. But we are per- 
fectly willing to take it this way. ; 

Mr. Moornezap. Presumably on the subject of lessening of competi- 
tion, you would give a lot of weight to the Attorney General’s opinion 
or report on that subject. 

Mr. Martin. We would give it very careful weight. How much 
would depend on all the factors. 

Mr. Moorueap. You said that you had 23 cases last year that came 
before you for approval or disapproval. 

Mr. Martin. That is right. 

Mr. MoorueEap. Were all approved or did you disapprove any ¢ 

Mr. Martin. All of them were approved. 

Mr. Moorneap. In recent years has the Board disapproved any 
mergers based on competitive factors ? 

Mr. Martin. One, Mr. Moorhead. 

Mr. Moorneap. Which was that. 

Mr. Hacker. That was a case, well known at the time, involving 
the Wachovia Bank & Trust Co. in which the Board denied approval 
on competitive grounds, but then the bank rearranged its program so 
as not to necessitate the Board’s approval of the merger. 

Mr. Brown. Any other questions, Mr. Moorhead ? 

Mr. Moorneap. Yes, sir. 

Were there any cases which you approved, under the laws as they 
— pina which you would have disapproved had 1062 been in 
effect 

Mr, Martin. I would have to review all the cases, but I don’t think 
so, Mr. Moorhead. 

Mr. Moorneap. In other words, offhand, it doesn’t seem that S. 
1062 would change the criteria that you have been applying to those 
cases which come before you for approval; is that correct ? 

Pre | Martin. I think that is correct. Do you want to amplify on 
that ¢ 

_ Mr. Hacxtiry. Yes, sir, Mr. Chairman. Under the present provi- 
sions of section 1&8(c) of the Federal Deposit Insurance Act, ques- 
tions have been raised as to whether the banking agencies are entitled 
to consider competition in view of the fact that the statute may appear 
to relate primarily to diminution of capital and surplus. This amend- 
ment, as provided by S. 1062, would make it abundantly clear that the 
banking agencies were authorized to consider not only the banking 
factors, but also competition. However, my understanding is that all 
three agencies have, as a matter of practice in the past, considered 
competition, so that the amendment to the section would merely 
clarify that. 

Mr. Moorneap. 8. 1062 would be merely clarification of that point? 

Mr. Hacktey. That is right. 

Mr. Brown. Any other questions ? 

Mr. VantK. I have a question. 

Mr. Brown. Mr. Vanik. 

Mr. Vantk. I would like to ask Mr. Martin whether or not the pro- 
vision for public hearings would tend to increase the tendency to- 
ward merger or decrease the tendency toward merger ? ; 
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Mr. Martin. They would probably decrease it. 

Mr. Brown. Mr. Multer? j 

Mr. Mutter. When I asked you, Mr. Martin, about the O’Mahoney 
amendment I think you indicated that that had been written into the 
bill. Or did I misunderstand you? 

Mr. Martin. Into S. 1062? 

Mr. Mutter. Yes. 

Mr. Martin. I don’t think so. Has it? 

Mr. Moutrer. That is not in the bill now. From the discussion we 
have had today, I think everybody agrees that the authorizing agen- 
cies in reviewing these matters are going to take into account all these 
things contained i in the O’Mahoney amendment and I am wondering 
why they should not be included. You did refer to the fact of Gov- 
ernor Balderston submitting a letter to the Senate on this matter. 
Possibly we could have your views, too. 

Mr. Martin. I will be very glad to let you have them. 

Mr. Brown. That may be inserted in the record when received. 

(The information requested, when received, will appear in the rec- 
ord at this point :) 

BOARD OF GOVERNORS OF THE 
FEDERAL RESERVE SYSTEM, 
Washington, February 19, 1960. 
Hon. Pau Brown, 
Chairman, Subcommittee No. 2, Commitiee on Banking and Currency, House of 
Representatives, Washington, D.C. 

DeaR Mr. CHAIRMAN: In accordance with the request made at the hearing 
before your subcommittee on February 16, 1960, with respect to S. 1062, I am 
enclosing a copy of a letter that was sent to Senator Robertson by Governor 
Balderston of the Board on May 8, 1959, setting forth the Board’s views regard- 
ing an amendment to the bank merger bill introduced by Senator O’Mahoney on 
May 7, 1959. 

As was indicated at the hearing on February 16, the Board reported unfavor- 
ably on Senator O’Mahoney’s amendment. It should be pointed out that the ex- 
ceptions contained in his amendment regarding cases of probable bank failures, 
incompetent management, inadequate capital, and over-banked situations would 
be important and relevant only if Congress should adopt legislation like Senator 
O’Mahoney’s amendment prohibiting a banking agency from approving any 
merger that would substantially lessen competition. However, these exceptions 
would be unnecessary if Congress should follow the approach of S. 1062, since 
it would leave the banking agencies free to consider all pertinent factors; under 
that bill it would be possible for the agencies to consider situations of the kind 
described in Senator O’Mahoney’s amendment as warranting approval of a 
merger notwithstanding lessening of competition. 

Sincerely yours, 
Wma. McC. Martin, Jr. 


BOARD OF GOVERNORS OF THE 
FEDERAL RESERVE SYSTEM, 
Washington, May 8, 1959. 
Hon. A. WILLIS ROBERTSON, 
Chairman, Committee on Banking and Currency, United States Senate, Washing- 
ton, D.C. 


DEAR Mr. CHAIRMAN: It is understood from the chief of staff of your com- 
mittee that you wish to have the views of the Board regarding an amendment 
introduced by Senator O’Mahoney on May 7, 1959, to the bill S. 1062, relating to 
bank mergers which was favorably reported by your committee on April 17. 

The Board strongly opposes enactment of the proposed amendment. In the 
Board’s opinion, adoption of the amendment would be directly at variance with 
the underlying purposes of the bill as reported by your committee. The reasons 
for the Board’s position are set forth in detail in the enclosed memorandum. 
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Briefly stated, the proposed amendment would (1) prohibit the Federal bank 
supervisory agencies from approving any bank merger if its effect might be sub- 
stantially to lessen competition or to tend to create a monopoly, except in certain 
limited circumstances described in the amendment; (2) require the appropriate 
bank supervisory authority to hold a hearing in any case in which either of the 
other two Federal bank supervisory authorities or the Attorney General ex- 
presses disapproval of a proposed merger; (3) allow an appeal from the decision 
of the bank supervisory authority, to the Court of Appeals for the District of 
Columbia, by any party adversely affected or by the Attorney General; and (4) 
require each of the bank supervisory agencies to submit a report twice a year 
with respect to all bank mergers approved by it, indicating the names and re- 
sources of the banks involved and submitting a copy of the report made by the 
other Federal bank supervisory agencies and by the Attorney General regarding 
the competitive factors involved in the merger. 

The proposed amendment, by prohibiting approval of any merger that might 
substantially lessen competition, would bar all consideration of other factors 
that might make a proposed merger desirable, or even essential, in the public 
interest. This would represent a fundamental change in the concept of the re- 
ported bill which contemplates that due weight should be given to financial con- 
dition, character of management, and convenience and needs of the commuity, 
as well as effect upon competition. The amendment would make “substantial 
lessening” of competition the controlling factor in all cases. 

The holding of hearings with respect to bank mergers as required by the 
amendment would be inadvisable and im many cases could have detrimental 
effects upon the banks involved, their customers, and the general public. The 
provisions of the proposed amendment granting judicial review of orders of the 
bank supervisory agencies at the instance of aggrieved parties are unnecessary. 

The authority that would be given the Attorney General to obtain judicial re- 
view of the banking agency’s decision would vest in the Attorney General an 
effective control over bank mergers that would tend to minimize, if not ignore, 
factors that should be considered in determining whether such a merger is in 
the overall public interest. Again, this would be inconsistent with the concept 
of giving due weight to all factors pertinent to the public interest and not to 
competition alone. It would also be at variance with the concept of the bill 
of vesting judgment in the bank supervisory agencies with respect to all of the 
statutory factors including the competitive effect of a particular merger. Fur- 
thermore, the Attorney General would be placed in the anomalous position of 
representing the United States in appealing from the decision of a Federal 
agency while at the same time representing the agency itself as appellee, unless, 
of course, special arrangements were made for the use by such agency of its 
own counsel. 

For these reasons the Board earnestly hopes that the proposed amendment 
will not be adopted. 

Sincerely yours, 
C. CANBY BALDERSTON, 
Vice Chairman. 


MEMORANDUM REGARDING AMENDMENT SUGGESTED BY SENATOR O’MAHONEY TO 
BANK MERGER Bitt (S. 1062) 


(1) The proposed amendment would prohibit any merger the effect of which 
“may be substantially to lessen competition, or to tend to create a monopoly.” 
The obvious effect of this prohibition would be to make “substantial” lessening 
of competition, the standard now contained in the Clayton Act, the controlling 
test as to bank mergers. It would require disapproval of any merger whjch 
might quantitatively lessen competition, notwithstanding offsetting favorable 
factors that would clearly make the proposed merger desirable in the public 
interest. While the proposed amendment would purport to set forth certain 
situations in which this prohibition would not apply, there is no assurance that 
the situations described in the amendment are exhaustive of the types of situa- 
tions that might require consummation of a bank merger even though it would 
lessen competition. In other words, the proposed amendment would be directly 
contrary to a fundamental concept of the reported bill, which is designed to 
enable the bank supervisory agencies to consider and weigh various factors 
affecting the public interest, including but not limited to the effect of the merger 
upon competition. 
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As stated in the report of the Senate Banking and Currency Committee of 
April 17, 1959, it is essential in the case of a bank merger that any lessening of 
competition “should not be used as a controlling or determinative factor in and of 
itself” (p. 22) and “that the competitive factors, however favorable or unfavor- 
able, are not, in and of themselves, controlling on the decision” (p. 24). 

(2) The proposed amendment would require the holding of a hearing with 
respect to every merger considered by one of the three Federal bank supervisory 
agencies as to which either of the other bank supervisory authorities or the De- 
partment of Justice have expressed disapproval. Such a hearing requirement 
could well be detrimental to the public interest. The standards stated in the 
reported bill would require the appropriate bank supervisory agency to consider 
the financial condition and competency of management of the banks involved, as 
well as the competitive effect of the proposed merger. In order to provide a 
complete record, a hearing would of necessity contain references to the internal 
condition and management of a bank that for good reasons should not be dis- 
closed other than to the authority considering the matter. 

Various items of information of this kind, taken alone, could easily give rise 
to unfounded rumors as to the financial condition of a bank, the adequacy of 
its capital structure, or the character of its management, and might well result 
in irreparable injury to the bank, its stockholders, its depositors, and the public. 
It is for this reason that such information has always been treated in the most 
confidential manner by all bank supervisory authorities. Furthermore, revela- 
tion of all information relating to the required consideration of the competitive 
effect of a proposed merger could easily result in giving competing banks infor- 
mation now held in confidence which might unjustly injure the competitive posi- 
tion and business prospects of the bank involved. 

(3) Apart from the inadvisability of such hearings, the holding of hearings 
with respect to bank mergers is questionable. The Federal bank supervisory 
agency that would be required to pass on a bank merger would be the agency 
that normally has supervision of the bank that would continue after the merger. 
That agency would therefore have available to it, or could obtain, full informa- 
tion as to the financial condition, management, and other factors pertinent to 
a decision as to whether the merger should be permitted. A hearing would 
add little or nothing to the information available to that agency and needed by 
it in order to appraise the merger in the light of the statutory standards. 

(4) The proposed amendment would require hearings even in those cases in 
which, because of emergency circumstances, a report would not be required 
under the reported bill to be obtained from the Attorney General. For example, 
if one of the Federal bank supervisory agencies should expressed its disapproval 
of the proposed merger, for whatever reason, a hearing would be mandatory, 
despite the existence of emergency conditions requiring immediate action. 

(5) The provisions of the proposed amendment authorizing appeal from a 
bank supervisory agency’s decision on a proposed merger are unnecessary. 
Under present law, a person aggrieved by the agency’s decision could seek judi- 
cial review of the agency’s action, either through a suit for a declaratory 
judgment or an injunction, or a combination of the two, wherein a court of law 
could determine whether the agency’s decision was capricious or arbitrary or 
in excess of its statutory authority. 

(6) The provision of the proposed amendment that would give the Attorney 
General a right of appeal from the decision of one of the bank supervisory 
agencies as to a proposed merger would obviously afford the Department of 
Justice an effective power to substitute its judgment for the judgment of the 
banking agency and to assert that power solely on the basis of the Department’s 
opinion as to the effect of the merger upon competition, without regard to any 
favorable factors that would make the proposed merger desirable in the public 
interest. Again, this result would clearly be contrary to the basic intent of 
the reported bill. 

In this connection, it is important to observe that in the event an appeal should 
be taken by the Attorney General pursuant to the proposed amendment, unless 
the agency involved obtained its own counsel, there would result a situation in 
which the Attorney General would appear before the appellate court both as 
the appellant and also as representative of the appellee, the particular bank 
supervisory authority whose decision would be in question. This result would, 
of course, follow from the fact that the Attorney General, as the legal officer of 
the United States, normally represents agencies of the Federal Government in 
suits involving such agencies. 
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The proposed amendment would give the Attorney General an unqualified 
right to challenge the decision of the appropriate bank supervisory agency by 
appeal to a court solely on the basis of his disapproval of the merger on the 
ground of its competitive effect. Nevertheless, the Attorney General’s right 
to appeal would not be limited to cases in which he might disagree with the 
banking agency’s judgment as to effect on competition; on appeal he could 
challenge that agency’s judgment as to factors related to financial condition, 
character of management, and other matters wholly unrelated to competitive 
effect. 

It should be borne in mind that, if a proposed merger approved by one of the 
banking agencies should in fact violate the antitrust laws, the Attorney General 
would continue to have power to prevent the merger pursuant to his jurisdic- 
tion under the Sherman Act. In the absence of such a situation, however, the 
proposed amendment would have the effect of substituting the judgment of the 
Attorney General for that of the banking agency as to all statutory factors, in- 
cluding competition, notwithstanding the banking agency’s specialized experience 
in the field of banking. This would be in direct conflict with the sound philos- 
ophy of the reported bill and the proposed amendment itself, both of which 
would place in the banking agencies charged with primary supervision of the 
institutions involved the responsibility for exercising judgment as to all of the 
statutory factors including the competitive effects of a proposed bank merger. 


Mr. Brown. Mr. Martin, we are very glad to have your testimony. 

Mr. Martin. Thank you, Mr. Chairman. 

Mr. Brown. The committee will be in recess to reconvene tomorrow 
morning at 10 o’clock. 

(Whereupon, at 12:35 p.m., the committee recessed to reconvene at 
10 a.m., Wednesday, February 17, 1960.) 
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WEDNESDAY, FEBRUARY 17, 1960 


Hovuss or REPRESENTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
SuscomMirtres No. 2, 
Washington, D.C. 

The subcommittee met at 10 a.m., in room 1301, New House Office 
Building, the Honorable Paul Brown (chairman of the subcommittee) 
presiding. 

Present: Mr. Brown (presiding), Mr. Multer, Mr. Barrett, Mrs. 
Griffiths, Mr. Vanik, Mr. Barr, Mr. Moorhead, Mr. Kilburn, Mr. 
Hiestand, and Mr. Fino. 

Mr. Brown. The committee will come to order. 

Mr. Wolcott will be our first witness this morni 

Mr. Wolcott, will you come around please. r. Wolcott is the 
chairman of the FDIC, and was an outstanding and very valuable 
member of this committee for 24 years, and was chairman for a num- 
ber of years. 

We are very much impressed with Mr. Wolcott’s ability, honesty, 
and integrity, and I think he knows as much about this subject as 
anyone. 

Mr. Kripurn. Mr. Chairman. 

Mr. Brown. Mr. Kilburn. 

Mr. Kirsurn. I want to tell Mr. Wolcott that it is very gratifying 
to me to be able to sit up here and possibly to give you orders, because 
you sat here for so many years giving me mine. We all appreciate 
your coming up here, Mr. Wolcott. 

Mr. Woxcorr. Thank you. 

Mr. Barrerr. Mr. Chairman, if I may, I also had the pleasure of 
serving with Mr. Wolcott on this committee, and I certainly want to 
join in what you said, and indicate that the Banking and Currency 
Committee sustained a great loss when Mr. Wolcott saw fit to resign. 
It would be a great gain for us if he makes up his mind one day to 
come back on our committee. 

Mr. Wotcorr. Thank you. 

Mr. Brown. Mr. Cocke, will you come around and sit with Mr. 
Wolcott ¢ 

Mr. Cocke is one of the outstanding members of the banking com- 
munity in my State and is associated with Mr. Wolcott on the Board 
of the FDIC. 

Mr. Cocker. Thank you, Mr. Chairman. 

Mr. Brown. Mr. Wolcott, you may proceed. 

Mr. Mutter. Before we proceed, may I add my commendation to 
these fine gentlemen who are appearing before us as witnesses. I have 
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been associated with Mr. Wolcott for a great many years and I am 
sure he knows the members of this committee have the highest respect 
for him and for the gentlemen associated with him. 

Mr. Fino. Mr. Chairman, I would like to add my 2 cents’ worth. 
I would like to say that while I did not have the pleasure of serving 
on this committee while Mr. Wolcott was a member of it, I am very 
happy to be a part of it at this time and I am very happy to see Mr. 
Wolcott in good health and still working hard. 

Mr. Brown. I recognize Mr. Hiestand. 

Mr. Hiestanp. I was going to reserve my remarks for question 
period, but I am impelled to comment that one man in Washington 
above all others whom I can rely upon to give me good sound advice 
is still our formerchairman, Jesse P. Wolcott, and I am mighty 
happy to have him here. 

Mr. Brown. Mr. Wolcott, you may proceed in your own way. 


STATEMENT OF JESSE P. WOLCOTT, CHAIRMAN OF THE BOARD OF 
DIRECTORS OF THE FEDERAL DEPOSIT INSURANCE CORPORA- 
TION; ACCOMPANIED BY EARLE COCKE, NEIL GREENSIDES, AND 
ROYAL COBURN 


Mr. Wo tcorr. Thank you, Mr. Chairman, and members of the 
committee. 

I am exceedingly grateful to you for all these kind remarks, of 
which I am undeserving, I can assure you. But I did spend 24 very 
pleasant and profitable years with this committee and there is nothing 
that I look back upon with more pleasure and with more inspiration 
than the years that I sat with you on this committee, and I am very, 
ve lad of this opportunity which you have extended to me to get 
bok need again. 

I have with me here this morning Mr. Earle Cocke, a member of the 
Board of the Federal Deposit Insurance Corporation, who is a former 

resident of the American Bankers Association and an outstanding 

teorgian, from Atlanta. We have very much in common, and my 
deficiencies are corrected and overcome, in a great many instances, by 
the knowledge and experience which Earle Cocke has Leought to the 
Corporation and I am very pleased that he is with me here today. 

I also have with me Neil Greensides, the Assistant to the Chairman 
and Chief of the Division of Examination; also Mr. Royal L. Co- 
burn, our General Counsel. 

I do not know whether I can shorten this up, or whether I can read 
as rapidly as bills have been read before this committee. Some of 
you know, I am sure, to what I refer. 

I will do the best I can. 

Twenty-seven years ago, when debate over the insurance of bank 
deposits was at its height here in the House of Representatives, the 
late Henry B. Steagall, then chairman of this committee, made the 
following statement with respect to his deposit insurance bill: 

No man is more concerned about preserving the independent community banks 
in the United States than I am. The same statement is true of the members of 
this committee, who have stood together in this House and defeated for years 
all efforts to undermine independent community banks, * * * This bill will 
preserve independent, dual banking in the United States. * * * This is what 
this bill is intended to do. (Congressional Record, May 23, 1933, p. 4033.) 
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I think these words are particularly appropriate as a preface to my 
remarks today, because they point up—in a far better way than could 
my own words—the fundamental and historic relationship between 
deposit insurance and a vigorously competitive banking system. 

The origin of this relationship is well known to anyone who is 
familiar with banking history. In the dark days of 1933 deposit in- 
surance was enthusiastically supported as a means whereby the evil 
consequences of bank failure could be controlled, without sacrificing 
the independent and competitive nature of our banking system. 
Aware of this historic fact, officials of the Federal Deposit Insurance 
Corporation have always been concerned about any development which 
threatened to alter the basic character of American banking. 

It is in furtherance of that purpose that during the past several 
years we have sought a means of bringing bank mergers under closer 
scrutiny and control. We urge, with all the emphasis at our com- 
mand, that the responsibility for the approval—and disapproval—of 
bank mergers be lodged in those agencies which are most interested 
and best qualified to insure a free, dynamic banking system capable 
of serving our developing needs. We give our full support to S. 
1062. 

Perhaps in no other area in banking is it easier to become emotional 
than with respect to bank mergers. Their consequences go to the very 
essence of American banking: its independent, competitive nature. 
Thus it is important that we view the facts dispassionately, in order 
that we may avoid extreme positions—and extreme remedies. 

First, let us be clear as to the extent and character of the problem. 
While we should have little patience with those who would have us 
believe that there is no need for concern, we should be less patient 
with those who would have us believe that the competitive banking 
system is disappearing before our eyes. The fact that there were 
31,000 banks in 1921 but less than half that number today, or that 
there appears to be a high degree of bank concentration in certain 
localities, means little with respect to the purposes of S. 1062—or to 
its results if enacted into law—unless we put them in their proper con- 
text with respect to bank absorptions. 

Only to a minor extent has the decline in number of banks since 
1921 been due to bank absorptions. Most of that decline occurred 
prior to 1934, and has no significant relationship to the problem of 
bank mergers and absorptions today. Since 1934 there has been some 
decline in the total number of banks, but at a very slow rate compared 
with the 1920’s and early 1930's. 

With respect to bank concentration, it is well to remember, first, 
that increasing bank concentration, when it occurs, is not necessarily 
associated with decreasing competition; second, that a number of 
measures show less concentration of banking facilities now than 20 
years ago. For example, in each of 31 States the largest commercial 
bank has a smaller proportion of its State’s deposits than it had in 
1940. As another illustration, the 100 largest commercial banks to- 
day hold about 46 percent of all commercial bank deposits; in 1940 the 
same number of banks held 57 percent of those deposits. Incidentally, 
I might note in passing that banking is probably the only major 
industry in which the 100 “giants” do not even control 50 percent 
of the industry. 
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The facts concerning bank mergers and absorptions are plain. 
During the 1920’s and early 1930’s we had an unusually large number 
of mergers in each year, reflecting the general instability of banking, 
the overbanked situation of that period, and the impending failure 
of many of the absorbed banks. After 1933 the number of mergers 
dropped sharply, and during the 1940’s was quite small, averaging 
about 80 per year. In recent years, however, there has been a larger 
number of mergers, averaging about 180 per year during the past 
5 years. It is this development which gives rise to concern. We 
must be certain that the larger number of mergers is not permitted 
to weaken the independent and competitive nature of the banking 
system. 

Let us consider for a few moments the causes and possible conse- 
quences of bank mergers. I hardly need say that the motives which 
actuate the parties to a merger transaction can be exceedingly com- 
plex and may differ widely from case to case. Looking at such trans- 
actions from the viewpoint of the absorbing bank we have found 
that the acquisition of branches, or branch locations, is a potent factor. 
Often there are other factors in addition to the desire to establish 
branches, such as the desire to increase earnings, to compete more 
effectively, to eliminate a potentially troublesome competitor, to 
acquire specialized personnel, or to make more efficient use of exist- 
ing resources. Some absorptions resulting from these motivations 
may bring public benefits, whereas some are likely to be contrary 
to the public interest. 

When we turn to consider the position of the merged bank in a 
merger transaction we find a wide variety of possible motives. In 
reviewing cases during the past 5 years in which the continuing bank 
was an insured nonmember bank, we found that in approximately 
one-half of them there was a problem of management succession; in 
some instances the only apparent alternative to merger was voluntary 
liquidation. Another important factor was the unfavorable earnings 
prospects of the merged bank. In other cases the attractive price 
offered by the absorbing bank seems to have been decisive. 

Difficult as it is to disentangle the motives leading to a bank merger, 
it is still more difficult to determine the possible consequences of a 
merger. The picture is not even clear with respect to bank concentra- 
tion. Thus in some cities in which mergers have occurred during 
recent years there has been an increased concentration of bank depos- 
its in one or a few large banks. On the other hand, there are instances 
in which such concentration has been declining, even though mergers 
have occurred. 

In the latter group of cases we see a reflection of the fact that in 
some areas smaller banks are growing more rapidly than larger 
banks. Indeed, it appears that in some cases mergers reflect attempts 
by banks to regain a previously dominant position—and such attempts 
are not always successful. Furthermore, regardless of what our 
measures of concentration show, we must look further to determine 
what the effect has been on competition, and what advantages and 
disadvantages have attended any particular merger. There is no 
simple relationship between changes in concentration and in com- 
petition. 
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Certainly it is clear that some mergers will result in substantial 
benefits to the community served, including, in some cases, increased 
competition. For example: a merger may permit two small banks to 
offer, for the first time, effective competition to other stronger banks. 
Among other possible benefits, a merger may eliminate a bank under 
weak or hazardous management; it may insure the continuation of 
banking services in a community about to lose a bank because of re- 
tiring management, or it may place the continuing bank in a position 
to make loans of a size and nature previously impossible. I think it 
important with respect to this last point to emphasize that banking 
cannot stand still in this day of rapid growth. If the needs of a 
dynamic, growing economy are to be met, banks too must keep pace 
in size and facilities. 

Some mergers, however, bring no substantial benefit, but result in 
a sharp lessening of competition within the area served by the banks 
concerned. Even with no substantial change in bank concentration, a 
merger may seriously affect competition in certain types of business 
in which the combining banks may have specialized. 

All of the factors I have mentioned, and many others, may enter 
into the picture when consideration is given to the possible conse- 
quences of any particular bank merger. The point which we must all 
keep in mind is that this country is too large, and our economy too 
complex, to permit easy generalization as to the consequences of bank 
mergers. Thus the situation, as we see it, boils down to this: We have 
a sound, competitive banking system; there is a developing problem 
with respect to bank mergers which requires that we give careful 
consideration to each transaction in order to assure that those which 
do take place are consistent with the public interest. 

Before I turn to the specific provisions of the bill before us, I 
should like to remind you of the difficulties under which we labor with 
respect to our present act. As you are of course aware, our super- 
visory authority with respect to mergers extends generally to those 
cases in which the continuing bank is a State bank, not a member of 
the Federal Reserve System. However, there is a further limitation; 
unless the absorption of a noninsured bank is involved there must be 
a diminution of capital stock or surplus before we are permitted to 
pass on the merger. This means that many transactions, in which 
the continuing bank is a State nonmember bank, take place over which 
we have no control. During the past 5 years there have been 162 
mergers in which the continuing bank was an insured nonmember 
bank—other than a District of Columbia bank—but in 66 there was 
no absorption of a noninsured bank or lessening of capital or surplus, 
and we therefore had no opportunity to consider these mergers in 
light of the public interest. Just last year, in 1959, we passed on 23 
of 40 possible cases; yet in the 17 in which we did not pass upon the 
absorption, the absorbed banks had total assets which, combined were 
approximately 75 percent greater than total assets of absorbed banks 
in the other cases. 

There is no question, then, that our present act is largely ineffective 
when it comes to control of bank mergers. We believe that the bill 
before you today will accomplish the purpose which we all have in 
mind; namely, to prevent those mergers which result in greater bank- 
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ing concentration, a lessening of competition, and provide little or no 
benefit to the public. 

I turn now to a more direct consideration of the provisions of 
S. 1062. In order to be better prepared to discuss the pertinent 
issues relating to this bill, we have referred to the pages of the Con- 
gressional Record to review the floor action taken in the Senate on 
the three occasions when this proposed bill, in substantially the same 
form as it now appears, was enacted by large majorities in each in- 
stance. Before proceeding to the discussion of the bill, may we say 
that we would be remiss if we made no mention of the qualities of 
leadership and of ability exhibited by Senator Fulbright and by 
Senator Robertson in support of this bill. Each of them demon- 
strated a keen knowledge and understanding of bank problems and 
of the day-to-day operations of the bank supervisory agencies. 

The statements by these legislators providing their explanations of 
this bill may be of interest to this committee, and, therefore, there is 
attached to these remarks a statement by Senator Robertson on the 
introduction of S. 1062—Congressional Record, February 16, 1959, 
p. 2080; hearings before Senate Committee on Banking and Currency 
on S. 1062, p. 4—and a statement by Senator Fulbright, entered in 
the Congressional Record immediately prior to the vote in the Senate 
ea S. 1062 was adopted—Congressional Record, May 14, 1959, 
p. 7306. 

The Senate debates indicate that there are two principal issues in- 
volved in this legislative proposal. All seem to agree that there is no 
need for bank merger legislation. There is no doubt that presently 
there is a hiatus in legislation pertaining to bank mergers, and such 
limited authority as now exists in the Federal bank supervisory 
authorities does not provide specific powers or definite standards by 
which the agencies may evaluate merger transactions. ‘Thus, the is- 
sues pertain to the form which the legislation shall take, and by whom 
the authority delegated thereby shall be administered. 

We then come to the two issues. First, shall bank merger authority 
be written in language suited to banks and banking, or shall it follow 
the terminology of the Clayton Act language applicable to businesses 
which are not " subject to such strict regulation. Asa corollary to this 

roposition, the issue resolves itself into whether the authority shall 
be vested in, and administered by, the bank supervisory agencies, or 
in the Antitrust Division of the Department of Justice. 

The second issue presented pertains to the wording of the legisla- 
tive proposal, and whether or not this language provides a sufficiently 
definite standard by which merger transactions may be screened to 
effect the results that are desired by the proposal. 

Banking is probably the most supervised and regulated industry 
in the United States. Free and unrestricted competition is not de- 
sirable in this field. Banking is vested with a public interest, and pro- 
vides the backbone of the financial structure of the Nation that sus- 
tains our entire economy. All legislation in the field of banking since 
the depression of the thirties has recognized this fact, and has thus 
given to banking a unique status. As Senator Fulbright said on 
the floor of the Senate : 
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Banking is a regulated business. It is not comparable to the automobile 
‘business or to the food industry. It is comparable to the communications busi- 
ness, which is regulated. (Congressional Record, July 25, 1956, p. 14355.) 
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Senator Robertson subsequently expressed the same point of view 
with the following language: 

The situation should not continue any longer. Competition in banking should 
be encouraged and safeguarded. Vigorous competition, between sound and 
strong banks in a sound banking system, is important and desirable. Such 


competition will benefit dep¢ sitors, borrowers, and the Government, and all of 
them have a Vital interest in banking. 

But unlimited and unrestricted competition in banking is just not possible. 

We have had too many panics and banking crises and bank failures, largely as 
the result of excessive competition in banking, to consider for a moment going 
back to the days of free banking or unregulated banking. (Congressional Record, 
May 18, 1959, p. 7249.) 
_ The report of the Senate Committee on Banking and Currency, 
in reporting out S. 1062, cites a pertinent quotation from an article 
by A. A. Berle, Jr., whom you know as a distinguished author, edu- 
cator, lawyer, and public servant, entitled “Banking Under the 
Antitrust Laws.” Because his statements appear to be relevant, your 
indulgence is requested while we quote in part from this article: 

Operations in deposit banking not only affect the commercial field, but also 
determine in great measure the supply of credit, the volume of money, the 
value of the dollar, and even, perhaps, the stability of the currency system. 
Within this area considerations differing from and far more powerful than mere 
preservation of competition may be operating under direct sanction of law. 
It is the thory in ordinary commercial fields, that competition is the desirable 
check on price levels—the process by which the efficient are rewarded by sur- 
vival, and the inefficient eliminated by failure. The price of business failures 
is not regarded as too high for the community to pay in view of advantages to 
consumers, stimulus toward greater efficiency, and freedom of enterprise. But 
it is doubtful (to say the least) whether any such assumption is indulged in.- 
with respect to deposit banks; certainly the theory is not there accepted to the 
full extent of its logic. A bank failure is a community disaster, however, 
wherever, and whenever it occurs. While competition may be desirable up to 
a point in deposit banking, there is a clear bottom limit to its desirability 
(S. Rept. 196, 86th Cong., 1st sess., p. 18.) 

It should be unnecessary to further belabor the proposition that 
banking, constituting as it does a licensed and strictly supervised 
industry, offers problems that are acutely different from those pre- 
sented by other industries and other types of business. 

With this premise established, we then come to grips with the 
differing philosophies as to the best means by which to regulate bank 
mergers. The current bill provides that the Federal bank supervisory 
agencies, which have a day-to-day knowledge of the banks, their per- 
sonnel, and their types of business, shall be vested with the ultimate 
authority to screen and to pass upon mergers. They are given a 
definite standard by which to gage the propriety of merger trans- 
actions. The present proposal requires that, in reference to any 
merger presented to the agency, it shall determine the validity and 
propriety thereof by first considering the so-called banking factors, 
enumerated in section 6 of the Federal Deposit Insurance Act. These 
banking factors are six in number: 

(1) Financial history and condition of the bank; 
(2) Adequacy of its capital structure ; 

(3) Future earnings prospects; 

(4) General character of its management ; 

(5) Convenience and needs of the community to be served by 
the bank; and ; 

(6) Whether or not its corporate powers are consistent with 
the purposes of the act. 
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These factors have been used by the Corporation for the 25 years 
of its existence in granting Federal deposit insurance and in consider- 
ing applications for branches by insured banks. The Comptroller 
of the Currency has been directed by statute to likewise give consid- 
eration to these factors in chartering national banks, and the Board 
of Governors of the Federal Reserve System has been required to con- 
sider them in granting membership in the Federal Reserve System. 
Thus, these factors have been tried by time, and have been found to 
be proper guides—gages, if you please—to determine the propriety 
and validity of the establishment and insurance of banks. It is most 
desirable that the same standards be used and applied in determining 
the validity of merger transactions. 

The present proposal, however, provides a new element to be con- 
sidered in reference to such transactions; that is, whether or not the 
effect of the transaction will be to unduly lessen competition. For 
reasons heretofore stated, it is most proper that this additional factor 
be included in the test that should be given to such transactions. 
However, we are equally dedicated to the proposition that the com- 
petitive factor should not, in all instances, be controlling. I can tell 
you from my own experience with the Corporation that there are bank 
mergers which may lessen competition—yes, even substantially lessen 
competition—and yet the approval of such transactions may be in the 
best interest of sound banking and, I want to stress, be consistent with 
public interest. 

Senator Fulbright expressed this same view in this language: 

Under certain circumstances, a bank merger may be highly desirable in the 
entire public interest even though it may incidentally result in a substantial 
but not an undue lessening of competition. (Congressional Record, May 23, 
1956, p. 8770). 

The differing philosophy suggests that the gage for bank mergers 
be the Clayton Act terminology, which provides an inflexible test 
and requires the rejection of any merger transaction which substanti- 
ally lessens competition. In the recently decided Bethlehem- Youngs- 
town merger case, it was judicially determined that any merger trans- 
action which had the effect of lessening competition substantially 
was prohibited by such act, regardless of the good or the public bene- 
fits that might be derived therefrom. Thus, this decision states the 
rule to be: 

If the merger offends the statute in any relevant market then good motives 
and even demonstrable benefits are irrelevant and afford no defense (United 
States v. Bethlehem Steel Corporation (D.C.S.D.N.Y. 1958) 168 F. Supp. 576, 
617.) 

However desirable such an inflexible rule in reference to mergers 
may be in industries where marketplace competition is deemed ad- 
vantageous to the public, it has no proper place in banking legislation. 
I believe that the Senate of the United States acted knowingly and 
wisely in refusing to adopt the proposals which would have subjected 
banks and banking to Clayton Act authorities, on each of the three 
occasions when that body considered the present proposal. 

Next let us turn to the competitive standard provided in the present 
proposal, whereby the banking agencies are required to first give 
consideration to the six banking factors enumerated in section 6 of 
the Federal Deposit Insurance Act, to which I have already referred, 
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and, also, to give consideration to whether the effect of the transaction 
“may be to lessen competition unduly or to tend unduly to create a 
monopoly.” 

_As we discussed this bill yesterday a great deal of consideration was 
given to the definition of “unduly” and “substantially.” 

I think I told at least the chairman yesterday that the best definition 
I found was in a dictionary, common, ordinary, everyday dictionary, 
and we find that “unduly” means excessive, disproportionate, not 
justified, as opposed to “substantial,” which means actually of great 
importance, containing or conforming to the essence of the thing, of 
real worth and importance. 

It can be seen that taking those two definitions and comparing them, 
we find that “unduly” is a flexible term by which we may take into 
consideration all of these banking factors, and that the word “sub- 
stantial” is a rigid term which connotes a meaning which does not 
or will not permit us, in strict compliance with the language, to con- 
sider mergers in the light of whether they are in the public interest, 
and the other banking factors. 

For an explanation of the meaning, purpose, intent, and procedures 
contemplated by this proposal, reference is here made to the apt state- 
ment made by Senator Robertson on the floor of the Senate in the 
discussion of the current bill: 

An application for a merger would be reviewed by the banking agency on 
the basis of both banking factors and competitive factors. The banking fac- 
tors alone would not be controlling; the competitive factors alone would not be 
controlling. Each would be considered in relation to the other. The applica- . 
tion would be denied, even if the banking factors were favorable, if the agency 
concluded that the proposed merger would lessen competition unduly—that is, 
if the effect on competition was so great as to outweigh the banking factors. 
On the other hand, the merger would be approved, even if there were a sub- 
stantial lessening of competition, if the banking agency found that the favor- 
able banking factors outweighed the unfavorable competitive factors (Con- 
gressional Record, May 13, 1959, p. 7239). 

I understand it has been suggested that this language permits the 
agency to approve a merger transaction, not withstanding the fact 
that the agency finds that the transaction unduly lessens competition. 
It is our conclusion that this language does not permit of such in- 
terpretation. It is to be noted that the language of this sentence paral- 
lels the language under which the banking factors are determined. 
Thus, under the banking factors the agencies are told to consider 
the adequacy of the capital structure. The provision does not state 
that, if the agency finds the capital structure to be adequate, it shall 
make a favorable finding on this factor, nor that it shall make an 
unfavorable finding in the event that it finds the capital structure is 
inadequate. This seems to be the proper interpretation of this pro- 
vision, and it is the interpretation that the Corporation has given to 
section 6 for 25 years. And so I fully agree with Senator Robertson 
in his statement referring to this bill, which is as follows: 

It would prevent bank mergers which might lessen competition unduly or 
tend unduly to create a monopoly in the field of banking. 

Senator Fulbright expressed the same interpretation in his state- 
ment to the effect that : 


It is our opinion that the proposed legislation will adequately safeguard 
against any further tendencies in banking to lessen competition unduly or 
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unduly create monopolies, and that it represents the best method to achieve 
this goal. 

It is our judgment that the language of this bill means exactly 
what Senator Robertson and Senator Fulbright say it means; namely, 
that it says and means that in any instance the agency finds that com- 
petition is unduly stifled or lessened, a conclusion reached after con- 
sideration of the banking factors, then, and in that event, such trans- 
action should and will be disapproved. It is in this manner that the 
present provisions of our act have always been interpreted, provisions 
which are incorporated in this section by reference, and so they would 
be interpreted and administered under the provisions of the new au- 
thorities in this bill. 

Before concluding this phase of the discussion, it is desired to pre- 
sent a further statement by Senator Robertson which points up the 
fact that the language of the subject proposed parallels the provision 
of the Interstate Commerce Act relating to merger of carriers: 

S. 1062 takes the public interest into consideration. It requires the Federal 
banking authorities who will rule upon bank mergers to consider the factors 
specified in section 6 of the Federal Deposit Insurance Act and the competitive 
factors involved in the merger. On the basis of all of these considerations, in- 
cluding both banking and competitive factors, on the basis of advice from the 
other two banking agencies, and on the basis of the Attorney General’s re- 
ports on the competitive factors involved, the Federal banking agency will 
approve or deny the application for a merger. 

Section 5 of the Interstate Commerce Act provides that certain mergers of 
carriers should be approved if they are in the public interest and will not unduly 
restrain competition. The committee considered that this was a valid precedent 
for the field of banking. Mergers between carriers under section 5 of the Inter- 
state Commerce Act are not subject to either the Clayton Act or the Sherman 
Anitrust Act. The committee did not recommend that bank mergers should be 
exempted from the Sherman Act, but it does not recommend continuance of the 
existing exemption from section 7 of the Clayton Act (Congressional Record, 
May 13, 1959, p. 7240; see also 49 U.S.C. 5 (2) (b) and 5(11). 

In conclusion, we want to again affirm the position of the Corpora- 
tion. We favor the enactment of S. 1062. There is an ever-increasing 
need for bank merger legislation. Present laws are inadequate. If 
the Congress should see fit to enact the present proposal, we believe 
that the enactment would provide a practicable means to regulate, 
control and supervise bank mergers. The bill in its present form is 
certainly highly desirable. We need but to remind you that the Senate 
has on three occasions approved the present proposal. We suggest to 
you that the approval of this proposal affords this committee an op- 
portunity to serve the best public interests and the best interests of 
sound banking. 

I am very grateful to you, Mr. Chairman, and members of the 
committee. 

(The statements of Senator A. Willis Robertson, chairman, Senate 
Giees:)- on Banking and Currency, and Senator Fulbright are as 

ollows: 


STATEMENT BY SENATOR A. WILLIS ROBERTSON, CHAIRMAN, SENATE COMMITTEE 
ON BANKING AND CURRENCY, ON INTRODUCTION OF BILL To REGULATE BANK 
MERGERS 


I have introduced a bill to authorize the national banking agencies to regu- 
late bank mergers on the basis of uniform standards involving both banking 
and competitive factors. It would prevent bank mergers which might lessen 
competition unduly or tend unduly to create a monopoly in the field of banking. 
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This bill has been considered by the Senate before. It is the same as 8. 3911, 
84th Congress, which was the subject of hearings before the Senate Banking 
and Currency Committee in June 1956, and which the committee reported on 
July 16, 1956, and the Senate passed on July 25, 1956. 

The bill is also the same as section 23 of title III of the financial institutions 
bill, which passed the Senate on March 21, 1957. This provision was included 
in the bill reported by the committee and it was specifically considered and 
approved by the Senate. 

The Treasury Department, the Federal Reserve Board, and the Federal 
Deposit Insurance Corporation supported these proposals in the 84th and 85th 
Congresses, and the Treasury Department has now recommended the bill again. 

Many bank mergers have taken place over the past few years, and others are 
now under consideration. It is unfortunate that, because final action was not 
taken on either S. 3911 or the financial institutions bill, the national banking 
agencies have not had uniform and clear authority to regulate or control, on 
the basis of both banking and competitive factors, all of these mergers which 
involved National banks, State member banks, and State nonmember banks 
insured by FDIC. These bills would have given the agencies such authority. 

At the present time the situation with respect to bank mergers is both com- 
plicated and confused. There are gaps in the controls exercised by the national 
banking agencies, and even where the power of approval is clearly given, the 
standards are not clearly spelled out. Uniform regulation under clear stand- 
ards would be helpful to the public, the banking authorities, and the banks. 

All bank mergers are subject to sections 1 and 2 of the Sherman Act, but I 
understand no proceedings have ever been instituted under these sections 
against a bank merger or consolidation. 

Bank mergers by stock acquisition are prohibited by section 7 of the Clayton 
Act, but, as national banks and members of the Federal Reserve System are 
prohibited from acquiring stock in other banks, and as this is generally the case 
under State laws, section 7 means little in the case of bank mergers. 

The approval of the Comptroller of the Currency is equired for banks (State 
or National) to merge into a national bank, but no specific standards are set 
forth in the statute to guide him in his consideration of the application. 

No bank insured by FDIC may merge with an uninsured bank without ob- 
taining the permission of FDIC; and no insured bank may merge with another 
insured bank without obtaining the approval of the Comptroller of the Currency, 
the Fedeal Reserve Board for the Federal Deposit Insurance Corporation, as 
may be appropriate, if the capital stock or surplus of the resulting merged bank 
will be less than the aggregate capital stock and surplus of all tie merging 
banks. No specific standards are set forth in the statute to control the consid- 
eration of these applications. 

The approval of the Federal Reserve Board is required before a State mem- 
ber bank may establish a new branch. The Board is engaged in litigation to 
determine whether this requirement applies to a case where two banks merged, 
and wish to continue to operate some or all of the branches formerly operated 
a two merging banks, and if so whether competitive factors may be 
weighed. 

The bill I have introduced replaces these complicated provisions by a simple 
rule. Every bank insured by FDIC would have to get advance approval before 
it could acquire the assets of another bank by merger, consolidation, or absorp- 
tion through the purchase of assets and assumption of liabilities. This consent 
would be obtained from the appropriate banking agency, the Comptroller of the 
Currency for national banks, the Federal Reserve Board for State member banks 
and the FDIC for State nonmember banks. 

In passing on these applications, the banking agency would consider the bank- 
ing factors specified in section 6 of the Federal Deposit Insurance Act—the fi- 
nancial history and condition of the bank, the adequacy of its capital structure, 
its future earnings prospects, the general character of its management, the con- 
venience and needs of the community to be served by the bank, and whether or 
not its corporate powers are consistent with the purposes of the Federal Deposit 
Insurance Act. In addition, the responsible banking authority would be specifi- 
eally required to consider whether the effect of the acquisition might be to lessen 
competition unduly or to tend unduly to create a monopoly. The banking au- 
thority would be required to consult with each of the other banking authorities, 
in the interests of uniform standards, and it would be authorized to request the 
opinion of the Attorney General with respect to the application. 
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My bill differs from the proposal which has been made by the Antitrust Divi- 
sion. They would subject bank mergers by acquisition of assets to the provi- 
sions of the Claytcn Act applicable to mergers of ordinary business corporations, 
where unrestricted competition is the rule. Unrestricted competition, however, 
has not been the rule in the banking industry, for many years. The approval 
of a charter for a national bank by the Comptroller, the admission of a State 
bank to membership in the Federal Reserve System, and the admission of a 
State bank to the Federal Deposit Insurance Corporation, are not matters of 
routine. The financial history and condition of the bank, if already existing, 
the general character of its management and the convenience and needs of the 
community to be served must all be considered. And once in business, the bank’s 
activities are carefully regulated by many agencies—the Comptroller of the Cur- 
rency, the Board of Governors of the Federal Reserve System, the Federal De- 
posit Insurance Corporation, and, in the case of State banks, the appropriate 
State bank supervisor. The Government has a vital interest in the Nation’s 
banks as suppliers of funds, as depositories, and as fiscal agents. Commerce, 
industry, and private citizens have a vital interest in banks as a source of credit 
needed for development and growth. Depositors have a vital interest in the 
safety of their deposits. 

All these considerations make it impossible to require unrestricted competi- 
tion in the field of banking, and make it impossible to subject banks to the rules 
applicable to ordinary industrial and commercial concerns not subject to regula- 
tion and not vested with a public interest. 

But, while unrestricted competition in the field of banking would be disas- 
trous, I am also convinced that a measure of control, based on uniform standards 
involving both banking and competitive factors, is necessary. The Senate 
Banking and Currency Committee, for these reasons, has twice reported, and the 
Senate has twice passed, legislation which would provide for control over bank 
mergers, to be exercised by the responsible and informed banking agencies. 

The Senate Banking and Currency Committee, which has jurisdiction over all 
proposed legislation relating to banking, will be asked to consider this proposal 
for a third time. I am hopeful that this time constructive legislation on this 
important issue will be enacted. 
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STATEMENT OF SENATOR FULBRIGHT IN THE CONGRESSIONAL RECORD, 
May 14, 1959 


S. 1062 is a compromise between two widely separated extremes. 

There are some who would have no further Federal legislation on this sub- 
ject, who are satisfied with the present situation and oppose any change. Mr. 
R. E. McDaniel, the superintendent of banks of Ohio, telegraphed the chairman 
during the hearings as follows: 

“TI am unalterably opposed to the bill in its present form giving any additional 
powers to the Federal supervising agencies relative to bank mergers or any 
other matters that would give them additional authority over State banks. 

“There are some, on the other hand, who would put bank mergers under sec- 
tion 7 of the Clayton Act with no escape clause, no room for discretion, and no 
rule of reason. S. 1004, introduced by Senator Wiley, I understand at the request 
of the Justice Department, would make the Clayton Act directly applicable to 
banks just as it is now applicable to steel companies. Presumably, 8. 1004 is in- 
tended to incorporate the latest interpretation of section 7 of the Clayton Act, 
as set forth in the Bethlehem-Youngstown case: 

“The consideration to be accorded to benefits of one kind or another in one 
section or another of the country which may flow from a merger involving a sub- 
stantial lessening of competition is a matter properly to be urged upon Congress. 
It is outside the province of the Court. The simple test under section 7 is 
whether or not the merger may substantially lessen competition ‘in any line of 
commerce in any section of the country.” 

The committee did not adopt either of these divergent points of view. Instead, 
taking into consideration the fact that banking is a highly regulated industry 
with many of the characteristics of a quasi-public utility, the committee adopted 
a compromise position, which would give effect both to the banking factors in- 
volved in the merger and to the competitive factors involved in the merger. It 
did so on the basis of precedents in other regulated industries, for example, rail- 
roads and other carriers, though the committee did not go as far as to provide 
the same exemption from the Sherman Act that is given to mergers by carriers. 
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The committee even went beyond the cempromise reathed in 1956 and 1957, 
when similar bills were passed by the Senate. In those bills, as in the case of 
S. 1062 as it was introduced, the banking agencies consultation with the Justice 
Department was optional. Instead, the committee adopted the Frear amendment 
which makes consultation with Justice mandatory. Senator Douglas said in his 
supplementary views: 

“The bill amended by the committee is a vast improvement over previous legis- 
lation which only permitted participation of the Department of Justice when 
desired by the banking agencies.” 

The fundamental idea of S. 1062 first appeared in 1952, when it was drafted 
by the Federal Reserve Board. Since that time, many years have gone by and 
about a thousand bank mergers have taken place. The Senate has twice passed 
bills comparable to 8S. 1062. The House had passed a bill which would have 
put bank mergers directly under section 7 of the Clayton Act. 

Now the Senator from Wyoming [Mr. O’Mahoney], at this late date, comes 
forward with a new approach to the bank merger problem. Although some of 
the provisions of his amendment have been considered in the past by the Senate 
Committee on Banking and Currency, some of them are entirely novel and to my 
knowledge have never been considered by any committee. 

If the purpose of the Senator from Wyoming is to stop all mergers, good and 
bad, I think his amendment is a proper one, although this could be done more 
directly. However, it ought to be remembered that some mergers can result in 
increased competition, in stronger institutions which are better able to provide 
banking services to their customers and to the public. This type of merger would 
also be stopped by the O’Mahoney amendment, if there is any resistance at all 
to the proposed merger, because the procedures are so elaborate and so poten- 
tially damaging to a bank that I doubt any bank would go through them. The 
net result might well be a lessening of competition, rather than an increase. 

In this connection it ought to be remembered that some banks and bankers fear 
and oppose mergers, not because of their anxiety to maintain competition, but 
because of their fear of effective competition which might endanger the monop- 
olies which some of them enjoy. The O’Mahoney amendment, by discouraging . 
all mergers, would tend to protect these monopolies. In dealing with this prob- 
lem, it is time that we acknowledge the fact that the problems of mergers and 
competition are not black and white and that there are many factors which make 
up the answer to whether a particular merger is good or bad for the economy. 

The committee will recognizes this fact. The O’Mahoney amendment does 
not. The O’Mahoney amendment would prohibit any bank merger if its effect 
might be substantially to lessen competition, except in certain limited circum- 
stances. The word “substantially” has been construed by the courts in absolute 
terms, as I have said, in quoting from the Bethlehem-Youngstown decision, and 
this construction does not allow the consideration of other circumstances which 
might make the merger desirable in the public interest. The O’Mahoney amend- 
ment attempts to spell out the circumstances under which the merger might be 
approved under certain limited conditions. However, no one can say that the 
conditions described in the amendment are the only ones in which mergers might 
be desirable. In fact, the committee report describes other such situations and 
even these are only illustrative and not exclusive. Furthermore, their evaluation 
cannot be a legalistic one. 

The amendment would require the appropriate bank supervisory agency to 
hold a hearing in any case in which either of the two other banking agencies or 
the Attorney General disapproves of a proposed merger and it also provides for 
an appeal to the courts on the basis of the record made at such a hearing. 

These provisions, in effect, give the Attorney General a veto over any merger. 
Furthermore, the amendment is deficient in that, although the Attorney General 
would consider only the competitive factors in a merger, on the basis of this 
consideration alone, he could throw the merger into public hearings and court 
review. This is so because the amendment on the one hand provides that the 
Attorney General shall report to the banking agencies on the competitive factors; 
and on the other hand, he may disapprove the application. The Attorney Gen- 
eral does not know and cannot know the proper weight to be given to other 
factors which have to be considered in approving or disapproving a merger. 
These are financial condition, character of management, convenience and needs 
of the community, among others. 

These factors are known and can be appropriately weighed by the banking 
agencies. The knowledge that the banking agencies possess concerning these 
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factors is derived from constant examination and supervision of banks generally 
and of the particular banks to be involved in a proposed. merger. They are 
derived to a great extent from the reports of examination of the banks in which 
the examiner goes into all the intimate details of the bank’s relations with its 
customers. Disclosure of these reports through public hearings and court review 
might well damage the businesses of the bank’s customers, as well as the bank 
itself. Disclosure could also result in injury to depositors. Bank examination 
is an essential part of the protection of depositors and the public interest in 
banking generally. The Federal banking agencies cannot maintain the integrity 
of bank examination if bank examiners and the persons whom they interview 
in the process of examination know that the reports are liable to be disclosed 
to the public. Bank examiners will be reluctant to express opinions which are 
essential to the proper evaluation of a bank’s business. 

With respect to court review, I submit that the evaluation of such factors as 
the banking agencies must consider, such as character of the management, ade- 
quacy of the capital structure, and convenience and needs of the community, are 
not factors capable of court determination. They necessarily involve evaluation 
based upon specialized experience and knowledge which neither the Attorney 
General nor the courts possess. 

The committee bill, as amended, gives the Attorney General a voice in the only 
question in which he has a legitimate interest—competition. The O’Mahoney 
amendment gives him a veto, because he could throw the whole question into 
public hearings and court review, which no bank would risk. 


TABLE 1—Number of operating offices of commercial banks in the Continental 
United States, June 30, 1958, grouped by number of commercial banking offices 
and population of center in which located 
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TaBLE 2.—Absorptions in which continuing banks were insured State nonmember 
banks, or in which banks members of Federal Reserve System absorbed non- 
insured banks, 1955-59 
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Total continuing | Corporation 
Member Not member} bank not approval 4 
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1 Includes commercial and mutual savings banks. Excludes a case in the District of Columbia in 1958 
with the ene, bank an insured nonmember bank; and excludes absorptions facilitated with financial 
aid of the Federal Deposit Insurance Corporation, as follows: 1 State nonmember bank in 1955; 1 national 
bank in 1956; 1 State nonmember bank in 1958. In cases involving absorptions of 2 or more banks, the 
absorbing come is counted separately for each absorption. 

2 In 6 of these cases, the absorbing banks established branches, which also required approval by the Cor- 
poration. 
be In 71 of these cases, the absorbing banks established branches, which also required approval by the 

orporation. 

4 If capital diminution had occured in any of these cases, approval of the Corporation would have been 
———. In 57 of these cases, the absorbing banks established branches, which required approval by the 

orporation. 

5 In each of these, includes 1 transaction in which there was 1 absorbing bank and 2 absorbed banks, 


TABLE 3.—Relative importance of the largest commercial banks in Continental 
United States, Dec. 31, selected years, 1920-58 
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1 Not available. 
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Mr. Brown. Mr. Wolcott, I want to compliment you on this excel- 
lent statement. 

How many bank failures have there been in the past couple of 
years ¢ 

Mr. Woxcorrt. All bank failures? 

Mr. Brown. Yes, sir. Approximately. 

Mr. Worcorr. Well, I do recall that in 1958 there were nine, but 
five of them were noninsured banks. Only four were insured banks. 

I think in 1959 there were only three. In 1958 there were four, 
and in 1959, three. 

Mr. Brown. I want to congratulate you and your Board on the 
fine work you have done over the past few years. I know that when a 
new bank is established you go into it in every detail to see to it that 
they have a proper cashier and proper management. 

Mr. Wotcorr. We are very meticulous in that respect. 

Mr. Brown. Would you mind stating what you require? I am 
very much interested because it took you about a year to issue a 
charter to one of the banks in my district and I think you were right. 

Mr. Wotcorr. We take very seriously the provisions of our act 
which provide that we take into consideration the six factors I have 
mentioned. We analyze each one of those factors in reference to 
each other factor, and also always have in mind the public interest. 

Now on the question of bank management, we go in and talk with 
the sponsors of the bank, we want to know right away who is going 
to be the executive officer—who is going to run the bank. Then we 
get all the information we possibly can about his abilities and quali- 
fications, and we have to be satisfied that that bank is going to be 
managed properly before we will grant insurance, having in mind, 
in each case, whether that does or does not outweigh the other factors. 
And likewise, every other factor is considered in the same way. 

Mr. Brown. I think you are doing an excellent job in that respect. 

Now the six factors which are contained in the present law, this 
bill adds only one other factor to those, is that right ? 

Mr. Worcorr. Yes, sir. 

Mr. Brown. Does this competitive factor which we are adding in 
this bill outweigh the other six factors or are they taken all together ? 

Mr. Woxcorr. They must be taken all together, just as the present 
six factors. You might say it adds a seventh factor. 

Mr. Brown. Yes. Mr. Multer, do you have any questions ? 

Mr. Mutter. Yes, thank you, Mr. Chairman. 

I think we are all impressed with the very fine statement that the 
Chairman of the FDIC has submitted to us this morning, and I think 
that he knows from his activities on the committee that what we de- 
sire to do is to bring forth a good piece of legislation that will be in- 
telligible to all concerned, and that if it ever gets to the courts for re- 
view, that the courts will know precisely what we meant. Therefore 
I welcome the aid of Mr. Wolcott and Mr. Cocke, as we did that of 
the Comptroller of Currency given yesterday, and of Mr. Martin, 
Chairman of the Federal Reserve Board. 

Mr. Wolcott, could you supply to the committee a statement as to 
the number of mergers during the last 2 years, in separate categories, 
taking in one the category involving the 100 largest or leading banks 
in the country, and in the second category, the next hundred, and in 
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the third category, the third hundred. In other words, we would then 
have the top 300 banks of the country, having in mind that there are 
close to 14,000 banks in the country. 

Mr. Woxcorr. Thirteen thousand three hundred insured banks, to 
be more precise. 

Mr. Mutrer. Yes. 

Mr. Wotcort. A total of nearly 14,000. 

Mr. Mutter. Could you supply that to the committee, sir? 

Mr. Wo tcorr. I think we have that. 

Mr. Mourer. And would it be possible to supply a fourth category 
showing the banks which have been merged during the last 10 years 
whose total resources were less than $10 million ? 

Mr. Wo corr. Yes. 

Mr. Mutrer. By that we would get the overall picture including 
smaller banks. Could that be done, sir? 

Mr. Wo.xcorr. You are speaking now of all banks which are 
insured ¢ b 

Mr. Mutter. Yes. 

Mr. Wo.xcorr. National banks, Federal Reserve banks, and State 
nonmember banks ? 

Mr. Mouurer. Yes. 

Mr. Wotcorr. We will furnish that. 

(The data referred to above may be found on paster facing p. 94.) 

Mr. Mutrer. Thank you, sir. 

Now in your statement, Mr. Wolcott, you referred to the fact, on 
page 4, that during the past 5 years “in which the continuing bank 
was an insured nonmember bank, we found that in approximately 
one-half of them there was a problem of management succession; in 
some instance es the only apparent alternative to merger was voluntary 
liquidation. 

Now that bri ings to the fore the precise question of the various fac- 
tors that you will take into account in passing on a merger. I think 
we are all in agreement that the banking factors take into account 
whether a bank should be permitted to continue because of bad man- 
agement, inadequate capital, or for any of the other reasons, that your 
agency, or the chartering agency, or other supervising agency, may 
determine a bank shall not continue. Yet if you can give the com- 
munity the service of a bank by having it merged with another bank, 
that is certainly a more desirable thing than liquidating it. I think 
we are all in agreement on that, 

So that we come to the conclusion that the competitive factor should 
only be one of the factors. 

Now should we not air that out in this legislation? Apparently 
there has been an interpretation both ways, as you have indicated very 
properly in your statement. Should we not in this bill, instead of 
leaving it to the legislative history as made on the floor and in com- 
mittees, should we not spell out in this bill precisely what we want you 
to take into account ¢ 

Mr. Wotcorr. May I suggest, Mr. Multer, that when I was here 
before, I think on the Financial Institutions Act, the chairman com- 
mented upon the fact that while I was a member of this committee 
I used to emphasize the standards that we had to set up for the guid- 
ance of the courts, and that, I think, we have done in this bill. We 
surely have had in mind setting up the standards by which the courts 
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might interpret the will of Congress, and we would think that the 
legislative history of this bill, and the language itself, would give the 
courts an ample opportunity to express in their opinions the will of 
Congress with respect to bank mergers. 

Mr. Mutter. Possibly my difficulty springs from the practical ex- 
perience with which you are so much more thoroughly familiar. It 
is my recollection that every time there has been a denial of an appli- 
cation by any of the supervisory agencies, whether it is an applica- 
tion for a new charter or an application to establish a branch, or an 
application to move a head office or a branch, or a merger, the decision 
comes down which contains the all-inclusive language of the statute, 
and the people concerned, unless they call on the agency, may never 
know the precise reason for it. 

To make the example more specific, let us assume for the moment 
that we are chartering, or dealing with an application to charter a 
new bank. The banking factors are six, and the very first one is 
financial history and condition of the bank. Obviously, when we are 
dealing with a new bank, or one that has never been in existence, or 
more precisely an application for a new bank, there is no financial 
history. There is no condition of the bank, except to the extent that 
they say “We will have X dollars of capital, Y dollars of surplus, and 
Z dollars of undivided profit,” which they will establish the day they 
open after they have gotten all the stockholders’ money in. 

Yet in every decision I have ever seen, on any of these situations 
that I have referred to, no matter what the application was for, in 
the denial of the application they will refer to financial history and 
condition of the bank and then list all of the other six items. 

* mt Wo corr. Financial history and condition of the proposed 
ank. 

Mr. Motrer. Yes. 

Mr. Wotcorr. They will have no history but they will have to have 
a condition before we satisfactorily 

Mr. Mutter. That points up the fact, does it not, that you should 
not use the precise language of the statute when you are denying an ap- 
plication, that you ought to be specific. Do you not think I am right, 
that if you are dealing with the condition of the bank—as for 
instance, the application calls for $500,000 capital, and as much more 
again as surplus and undivided profit. If your decision is that that is 
insufficient, should you not say that, rather than simply say “condition 
of the bank,” “adequacy of its capital structure,” “future earnings 
prospects.” Possibly if we required a decision which would set forth 
the precise reason for your denying the merger application, you might 
overcome a lot of the difficulty that we have with this bill. 

Mr. Wotcorr. We do not approve or deny an application for insur- 
ance for a new bank on the ground of the financial history alone. 

Mr. Motrer. Let us leave out that half of No. 1. 

Mr. Wotcorr. That is what I am stressing here, that we have to 
take into consideration all of these factors taken together and balance 
one against the other. And we would have to do the same thing with 
this bill, which as we say, adds a seventh factor. 

Mr. Motrer. I am assuming your decision on a merger application 
will follow the same form as a decision on application for charter. 
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You will list all the six items, as I have found in all of these decisions 
which have come to my attention. 

Mr. Wotcorr. Of course, moving a branch or establishing a branch, 
the bank has a financial history to which we are giving consideration. 

Mr. Mutrer. Yes; but I am now eliminating that, and I am trying 
to direct your attention to the fact that if the real reason for the 
turndown is inadequacy of capital structure, why not say that, and 
not put in all of the rest of the reasons as a catchall ? 

Mr. Wotcorr. We do say that. 

Mr. Cocker. Mr. Chairman, I do not know of a single application 
that we have turned down in the past 2 years in which all six factors 
have been included. There might have been ample capital structures 
but poor management. There might not have been adequate support 
under needs of the community. There might have been unfavorable 
findings on three of the six or four of the six. I do not recall offhand 
a single one where they did not qualify on at least one of the six. 
But they all have to be considered together. 

Mr. Mutter. In other words, I am mistaken when I say you use 
catchall language and that you do give precise reasons for the turn- 
down? 

My 5 minutes are up. 

Mr. Cocker. I would say one other thing. Counsel just informed 
me that in 6 years we have never turned down a new bank application 
on No. 1 factor, because, if they did not have sufficient capital struc- 
ture we would tell them in a verbal conversation and they would 
either get it or withdraw their application. And of course there is 
no history. Of course, on a merger there would be a history. 

Mr. Mouvrer. Thank you. 

Mr. Brown. Mr. Hiestand. 

Mr. Hrestanp. Mr. Chairman, I am compelled to compliment the 
Chairman on this scholarly analysis. It is about what I might have 
expected from a Chairman who has the background of Mr. Wolcott. 
It is about that most profound and deep analysis of this problem with 
which I have yet come in contact, and I am very much impressed. 

There is this angle, Mr. Chairman: The statement on page 2 says 
that this bill has the “full support” of the agency. On page 7 that it 
will accomplish the purpose. On page 11, that it is most proper; and 
on page 15, generally in favor. 

Yesterday we heard some suggestions for amendments that might 
improve it. May I ask directly, does your agency have any amend- 
ments which you feel might improve this bill? There are some things 
that I am in doubt about. 1 would appreciate your statement on 
that. 

Mr. Worcorr. Well, we recognize, of course, that seldom if ever 
is legislation of this importance considered as being satisfactory to 
everyone, and we do know that there are sections of the bill which the 
different agencies affected might think could be put in different lan- 
guage to make more effective or understandable the part which they 
will have to play in the interpretation of the congressional will. 

We are not offering any amendments. We have made the state- 
ment, and reiterate the statement, that the bill as it came to the House 
from the Senate is substantially the way it should have been written. 
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Now there are exceptions, as I have said, one or two exceptions. We 
think, in one particular, that different language could be used to 
clarify the intent of the bill, and make it more understandable and 
workable, but it can be effectively interpreted and administered under 
the language as exists. 

Mr. Hiestanp. Well I appreciate very much your restatement of 
your position—that is what it is—but you have, I imagine, perhaps, 
something on your mind on the way in which is can be improved, even 
if offered not as an amendment or as an informal suggestion. 

Mr. Wo corr. I do not know as I have ever been particularly satis- 
fied with any legislation this committee had before it that I could 
not find a way to perfect it. 

Mr. Hiesranp. I am sure the committee would appreciate your 
suggestions. 

Mr. Wo corr. But I do not want to make suggestions merely for 
the purpose of insisting upon our own language. We do think, and 
we would be very, very glad to cooperate with the committee in mak- 
ing more understandable and workable this bill. I do not think that 
any general discussion is necessary on it. We would like to think 
that the bill could be passed as it is and we could work under it very 
effectively as it passed the Senate. 

Mr. Hirstranp. Since you mentioned wording, and since you have 
put into the statement your reference to those two words “substan- 
tial” and “unduly” as defined in the dictionary, I am wondering if 
that could not be part of it, and perhaps, at the risk of oversimpli- 
fication, in this case could not those definitions—perhaps “substantial” 
might be quantitative and “unduly” might, shall we say, be qualitative. 
Is that an oversimplification of your idea? They seem to be a little 
different from the dictionary definition. 

Mr. Wotcorr. What I brought out, Mr. Hiestand, is the fact 
that I think that the word “unduly” is a more flexible word, so 
much more flexible than “substantial” that we could without any 
embarrassment, and the courts could without embarrassment, take 
into consideration that all of these factors have to be taken together. 
One of them does not stand out to the prejudice of the others. 

If you say “substantial,” then one of them, under the definition 
of “substantial,” stands out to the prejudice of the consideration of 
all the others. That is the point I wanted to bring out. 

Mr. Hrestanp. Because quantity can be exact and quality cannot? 

Mr. Wo corr. Yes. 

Mr. Hirstanp. That is very interesting. On your six factors, you 
mentioned that we might add a seventh. It would, I presume 

Mr. Woxcort. I intended that it be in effect a seventh. 

Mr. Hrestanp. Yes; but the seventh might be a reference to 
whether competition would be lessened to a degree damaging to the 
public interest. Could something like that be considered satisfactory 
as to defining it? 

Mr. Wotcorr. Well, I think I would want to take a look at it more 
specifically and with an opportunity to give more thought to it than 
I can give to it at this time. 

Mr. Hresranp. One other question—I put it yesterday to another 
witness : In your judgment, would the insertion of the required report 
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from the Attorney General in effect remove the final decision from 
the Comptroller or the Federal Deposit Insurance Corporation ? 

Mr. Woxcorr. Not necessarily. 

Mr. Hiesranp. You do not think so? 

Mr. Wo xcorr. I think that we would have to take his opinion 
and weigh it against all the other banking factors. 

Mr. Hiesranp. In your judgment, the final responsibility for the 
decision would not be with him? 

Mr. Wotcorr. Would not be with the Comptroller? No; it would 
be with the Comptroller on national banks. 

Mr. Hirstanp. Thank you. 

Mr. Brown. Mr. Barrett. 

Mr. Barrerr. I just want to comment on the very fine statement 
that our former colleague has made this morning, and if I may, Mr. 
Chairman, I would like to ask unanimous consent that the representa- 
tives of the Pennsylvania Bankers Association chairmaned by Presi- 
dent Glenn have the privilege of being heard this morning before we 
adjourn inasmuch as they are friends of mine and my colleague, Mr. 
Moorhead. 

Mr. Brown. We will try to do so. 

Mr. Barrerr. Thank you, Mr. Chairman. Mr. Wolcott, I was won- 
dering whether it would not be more appropriate to give small business 
an opportunity to be heard in these mergers, by setting up a board 
consisting of the FDIC, or their representatives, the Comptroller, the 
Attorney General, a member of the Federal Reserve Board, and of 
course, an independent banker. 

Mr. Wotcorr. Pardon me, Mr. Barrett, you have only added one 
to what we have now under this bill. You added an independent 
banker. Now under the present bill, the Federal Deposit Insurance 
Corporation, the Comptroller of the Currency, the Federal Reserve, 
and the Justice Department would have to be consulted with respect 
to a merger. 

Mr. Barrerr. That is true. I am glad you brought that point out, 
because that is what I was concerned about. I was thinking if we 
could bring them all together and have a decision rendered at the 
proper time to facilitate the processing of these applications, it might 
be better. It seems logical from a practical standpoint, and if I may 
be just a little bit political I would like to add this. 

Mr. Wotcorr. You may be with me. 

Mr. Barrett. The Attorney General changes from administration 
to administration, and so do the other heads of agencies. This 
Board would meet accordingly and would be independent, and 
the independent bankers would have their proper representation on 
the Board. Do you not think that might be in the best interest of the 
public and the banking interests, the stockholders and depositors, if 
we were to inaugurate a Board of this type? 

Mr. Wotcorr. Well, if you inaugurated a consultative board, which 
we have set up for some legislation, and we call them advisory coun- 
cils, in the case of small business, and in the case of the Export-Import 
Bank, you would have in mind establishing an advisory council along 
that same line. 

Mr. Barrerr. To analyze the application, whether or not it would 
be competitive, or unduly or substantially harmful. 
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Mr. Wo corr. I will get right back to my original premise, that 
the same thing would have to be done now by consultation with these 
agencies, and the only one that you have added to this council is the 
independent banker. 

Now the independent bankers are recognized in either or both, or 
two of these agencies which have to give consideration to these factors. 
Independent bankers are all either members of the national banks, 
member banks, or both, or a nonmember bank would be represented 
by the Federal Deposit Insurance Corporation. 

In any event, they would be represented by consultation through 
these agencies with the Attorney General’s Office. 

I should like to give much more thought to it than I can at the 
present time, but—— 

Mr. Barrertr. Mr. Chairman, I do not want to create an imposi- 
tion on my former colleague. 

Mr. Wotcorr. There is no imposition. I am just thinking out 
loud. Where would we stop in establishing this group? How far up 
the line or down the line would we go? 

Mr. Barrett. May I just ask Mr. Allen Glenn to stand up, please, 
in the interest of his group? 

Mr. Brown. Do you wish to be heard, Mr. Glenn ? 

Mr. Guienn. I have not been scheduled. There must be some mis- 
take. I believe Mr. Remington was going to make a statement this 
morning. We are just visitors from Pennsylvania, observers. 

_ Barrerr. Mr. Glenn, do you have a statement you would like 
to file ? 

Mr. Gienn. No, I have no statement. Mr. Remington, of the 
American Bankers’ Association, has a statement. 

Mr. Wotcorr. I might say, Mr. Barrett, that there will be a post- 
mortem on this at noon, because we are entertaining the Pennsylvania 
bankers at lunch. 

Mr. Brown. Allright. Mr. Fino. 

Mr. Frno. I had one or two questions but they have already been 
answered, Mr. Chairman, so I pass. 

Mr. Brown. Mr. Vanik. 

Mr. Vanrix. Mr. Chairman, I would like to compliment Mr. Wol- 
cott. His fine statement is no less than we expected. I would like to 
ask a question relating to these six factors. 

One of the things that concerns me is why liquidity is not included 
as a factor. 

Mr. Wotcorr. Liquidity ? 

Mr. Vanix. Yes, liquidity. 

Mr. Wotcorr. All together you will find that solvency would be a 
very material factor. 

Mr. Vanrx. But that is not listed among these six factors, 

Mr. Woxcorr. No; but it is taken into consideration inferentially. 

Mr. Vanrx. How liquid are banks today? How much of a reserve 
fund do you have? 

Mr. Wotcorr. Two billion dollars. <A little over $2 billion. 

Mr. Vanrx. What is the amount of deposits that this covers? 

Mr. Wotcort. As to total deposits, 0.82 percent. 

Mr. Vantx. Eight-two hundredths of 1 percent. But what are the 
total deposits covered by the insurance provided by your institution ? 
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Mr. Woxcorr. $240 billion deposits in the banking system. 

Mr. VanrK. Well, dividing $2 billion into the 5040 billion, the 
ratio is 120 to 1. Is that right? Two billion dollars of reserves are 
protecting $240 billion of deposits ? ; 

Mr. Woxcorr. You are talking of the total volume of deposits, 
regardless of whether they are insured or not. 

Mr. Vanik. No, I am talking about the insured deposits now. What 
is the total amount of deposits you are insuring in your corporation ¢ 

Mr. Wo corr. It figures out to be 1.43 percent, as of December 31, 
1958. 

Mr. Vanix. That would be about $192 billion, then, would it not? 

Mr. Wotcorrt. Well, there is a little over $2 billion in the fund. 

Mr. Vanix. And that is protecting how many billions of deposits? 

Mr. Wo corr. The estimated insured deposits as of June 10, 1959, 
were $137,056 million. That was, if I may—I think you had asked 
this question and I did not answer it—this was 58.4 percent of the 
total deposits in all insured banks, of $234 billion. 

Mr. Vanix. Yes. Now my next question is, where, among the six 
factors, does the matter of an individual bank’s liquidity come into 
play? Financial ‘history and condition? I suppose it might come un- 
der condition, but just how would the liquidity or solvency of a bank 
be developed as one of the six factors that you consider when you are 
considering the problem of a merger? 

Mr. Wotcorr. Financial condition. 

Mr. Vanrk. The financial condition ? 

Mr. Wotcorr. Yes. 

Mr. Vantx. As a matter of fact, when a bank is merging, does not 
the same factor come into play, financial condition? Is not the liqui- 
dity of the combined institution a factor that you again can review at 
the time you decide whether or not you are going to continue to in- 
sure the merging bank ? 

Mr. Woxcorr. Yes, we take into consideration the financial condi- 
tion of the banks to be merged, and apply these factors to them. 

Mr. Vanix. Which would include the liquidity of the institution. 
So as a matter of fact, at the time that a merger may be underway 
you can review the liquidity or solvency. What is your definition 
of liquidity? Does this include the cash and the Government securi- 
ties? Or does it include other factors ? 

Mr. Wo corr. It includes all of their assets. 

Mr. VaniK. All of their assets? 

Mr. Wotcort. Yes. 

Mr, Vanix. What would liquidity include, beyond cash and Fed- 
eral bonds? 

Mr. Wo corr. Short-term Governments. 

Mr. Vantx. Well I add that. 

Mr. Wotcorr. Government paper. 

Mr. Vanix. Government paper? 

Mr. Wotcorr. Yes; bills, certificates, and notes. 

Mr. Vantk. What beyond that, anything else ? 

Mr. Wotcorr. Commercial paper. 

Mr. Vanix. Would commercial paper be included in liquidity ? 

Mr. Wo tcort. Yes, sir. 

ee Vanik. That is the kind of commercial paper that is discount- 
able ? 
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Mr. Wotcorr. Anything which could be quickly turned into cash. 
Mr. Vanix. Now, following up the discussion that I had yesterday 
with respect to any of the large mergers which have taken place—I 
am not concerned about the small ones—let us talk about the New 
York mergers; are there any of those that you would have refused to 
approve of if they had been subject to your jurisdiction ? 
r. Woxcorr. Well, we did not have any of those to deal with. 

Mr. Vantk. I understand that. But would you have denied any 
of those had they come to you for review ? 

Mr. Wo corr. I do not thing we know enough about their situa- 
tions to give you a definite answer. 

Mr. Vanrk. Well you insure them, do you not ? 

Mr. Wotcorr. We insure them. 

Mr. Vanrx. You know all these six factors. Apparently you know 
everything you feel you need to know about them. 

Mr. Wo tcorr. Well, as was brought out here yesterday, we seldom 
have to go into member banks for insurance purposes to make an 
examination. We have a very close affiliation between the Federal 
Reserve and the Comptroller’s office in that respect. But it has been 
only very, very rarely that for insurance purposes we had to go into 
a member bank and make an examination. We have the right to do it. 

Mr. Vanrg. Yes. My time has expired, I understand. 

Mr. Brown. Mr. Multer has a question. 

Mr. Mutter. Not a question, Mr. Chairman, but I do not think Mr. 
Vanik would want the record to remain as it is. I am sure the Fed- 
eral Deposit Insurance Corporation would not either. At this point 
we have a statement on the record, which is factually correct, that 
there are $2 billion of reserves which Federal Deposit Insurance 
Corporation has to insure $137 billion of deposits. But we must not 
let the record stop there because we also have all of the capital, sur- 
plus, and undivided profits of the insured banks to back that up, plus 
your right to call on the Treasury to borrow money, which stands 
behind the Federal Deposit Insurance Corporation and guarantees 
liquidity in our banking system. Am I not right, sir? 

Mr. Wo tcorr. It all has to do with the adequacy of the fund. 

Mr. Mutter. Yes. Thank you. 

Mr. Brown. Mr. Kilburn. 

Mr. Kireurn. There is just one question I would like to ask, and 
that is, in our opinion, is not the overriding consideration, in any of 
these mergers, the public interest ? 

Mr. Wo corr. That is what we like to think. 

Mr. Kirzsurn. I mean you can tie in pretty near everything else 
with that. Ifa bank is going to close, for example, and it is merged 
with another stronger bank, and that lessens competition, the public 
interest is very much involved because the public would be hurt if 
the bank closed. 

Mr. Wo corr. I think that is why we like this word “unduly” 
better than “substantial.” There can be a lessening of competition, as 
a matter of fact, I think I brought it out here, inferentially, at least, 
there can be a monopoly created, and at the same time, the monopoly 
would not be created “unduly” taking into consideration all these 
other factors, as you have suggested. 

You might have two banks, one a very weak bank, and the other a 
strong bank. The strong bank absorbs the weak bank, and they con- 
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solidate into one bank in a small town. It creates a monopoly, but 
it is not an undue concentration, because the public is served and 
probably served better by the stronger bank than it would have been 
otherwise. 

Mr. Kitgurn. When you and the others who decide on these things, 
like the Federal Reserve and the Comptroller, and I presume in some 
cases the State agencies—actually those other factors are contributing 
to the main one, which is the public interest. 

Mr. Woxcorr. Absolutely. We always have that in mind. 

Mr. Kitgurn. Yes. So that is why, in my judgment, at least, it is 
so much better to have the agencies set up under this bill decide the 
mergers than it is to have the Justice Department, under a system 
where they decide for other business, because a bank failure is an 
awful lot different from a grocery store failure. 

Mr. Wo corr. I think in the consideration we give to these factors 
there is the underlying influence that we are not only always conscious 
of but insist on applying, that is the public interest. 

Mr. Kitgurn. Yes. Thank you. 

Mr. Brown. I want to remind Mr. Kilburn that he is an ex officio 
member of this committee with a right to vote. 

Mr. Kireurn. I know I have the right to vote. I did not know I 
had the right to talk. That is all, Mr. Chairman; thank you. 

Mr. Brown. Mr. Barr. 

Mr. Barr. First of all, sir, I want to congratulate you on a very 
easily read statement. Perhaps there is some merit in being an ex 
member of this body, because at least I can follow your arguments very 
easily. 

One thing I am concerned about, sir, is the fact that, to boil it down 
not just to community interest, but down to bank customers, there 
are many instances when the customers really do not want to be 
merged. They are merged without their own consent, without any 
knowledge, and often at severe pain on their part. Perhaps it is more 
imagined than real, but I would imagine there are many people in 
New York who were quite concerned when Morgan disappeared and 
when the New York Trust Co. disappeared. 

I am not sure that there is any way in which we can adequately pro- 
tect these customers. Do you have any suggestions on this, sir? 

Mr. Wotcorr. Yes; we have to give consideration to the needs and 
convenience of the communities which of course includes the customers. 
I think we are all mindful of the fact that a bank is given a license to 
do business. It is quasi-public, and inasmuch as we are public agencies, 
we feel an obligation to protect the public in the consideration of all 
legislation having to do with these licensed institutions. 

Mr. Barr. Sir, it seems to me that there have been some banks in 
the United States that have had an opportunity to give a highly per- 
sonal service to their customers. These banks seem to be disappearing. 
Could you give me any explanation as to why ? 

Mr. Wo tcorr. Well, the fact that a bank does not give personal 
services, which perhaps a bank should give, is a matter of manage- 
ment, more than anything else, and you will find, I think, in the last 
very few years, that banks are giving more personal attention to their 
customers and their needs than ever before. 

Mr. Barr. I would certainly agree with that statement, sir. The 
thing I was referring to was the size of the institution. When they 
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pass a certain size—and I know size is necessary, in an economy such 
as we have in the United States, but it seems to me there is a place 
for some of these smaller banks that can give a highly person- 
alized attention to the needs of their customers. The two banks that 
I referred to in New York were wonderful examples. As a boy I 
worked on Wall Street and I saw how those banks operated. It was 
a unique operation and I think one that had an important impact in 
the financial history of the country. 

Mr. Wotcorr. Yet probably if you were to talk with the officers 
of those banks, they would take particular pride in the fact that their 
institution is broad enough to serve their customers adequately and 
well. 

Here is an interesting sidelight on what we have been talking about 
here, small banks versus big banks. Of the 14,000 banks in the United 
States, 8,000 are under $5 million in size. Now a million dollars to 
all of us looks like a lot of money, but it is a small bank. A $5 mil- 
lion bank is a small bank, notwithstanding the fact. that we are get- 
ting up into the millions. A $5 million bank is a small bank, and 
there are 8,000 of the 14,000 under $5 million in size. 

Mr. Barr. Thank you, sir. I do want to say that I heartily agree 
with the statement that I believe I remember in your testimony, that 
perhaps mergers are necessary in some of these very small banks to 
let them compete more effectively. 

Mr. Wotcorr. That is right. 

Mr. Barr. Thank you, sir. 

Mr. Brown. Mr. Moorhead. 

Mr. Moorneap. Mr. Chairman, first I would like to join with my 
colleague, Mr. Barrett, in welcoming in this room Mr. Glenn and the 
other representatives of the Pennsylvania State Bankers Association. 
I met Mr. Glenn at a luncheon meeting of the members of the Federal 
Reserve Bank of Philadelphia last fall and enjoyed meeting him 
very much and I enjoy seeing him again. 

Secondly, Mr. Wolcott, I would like to join with my colleagues in 
~<A that your statement is most helpful to me, in analyzing this 

ill. 

Mr. Wolcott, let us suppose that under this bill S. 1062 that the At- 
torney General should make a report to the FDIC to the effect that 
a proposed merger would unduly lessen competition, and let us sup- 
pose that you agreed with the Attorney General, if you looked solely 
to the competitive factors. 

Could you not, under this legislation, nevertheless approve the 
merger because of the six banking factors which are also provided 
for in this legislation ? 

Mr. Wotcorr. Unless we found that this seventh factor outweighed 
all the others. 

Mr. Moorneap. You could find a situation where that was so? 

Mr. Wotcorr. Yes, sir. We could find that it would outweigh all 
the others, and of course under those conditions we would, I think, 
be bound under the act to deny the merger. 

Mr. Moorneap. But if you believed that the other six factors, which 
the Attorney General is not called upon to consider, outweighed the 
undue lessening of competition you could approve the merger, could 
you not? 
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Mr. Woxcorr. That is so. 

Mr. Moorneap. And let us suppose that we changed this language 
from “unduly” to “substantially” and the Attorney General made a 
report to the effect that there was a substantial lessening of competi- 
tion and you agreed with him that there was a substantial lessening 
of competition, you could still, even under that language, approve a 
merger where the six other factors outweighed the substantial lessen- 
ing of competition, could you not ? 

Mr. Wo corr. I am not certain whether we could or not. Under 
these definitions, I am inclined to think that if the Attorney General 
found that there was a substantial lessening of competition, that it 
would be most difficult and very embarrassing for us to take into 
consideration, fully, all the weight that should be given to all the 
banking factors. 

Mr. Moorneap. Then, if we consider unduly lessening of competi- 
tion, in what kind of situation would you approve of merger even 
though you agreed there was an undue lessening of competition ? 
What factual situation would outweigh undue lessening of competi- 
tion ? 

Mr. Wotcorr. Well, we would consider the finding of competition, 
and we would find out whether undue stifling of competition would 
result, and notwithstanding the fact that it did stifle competition, or 
make competition more keen, we would determine then whether it 
was or was not overcome by the other factors, the convenience and 
necessity of the locality, the desires on the part of businessmen in 
the community, all the customers of the bank involved, and we would 
consider whether this lessening of competition was not overcome by 
any one or all of the other factors, banking factors. If we should 
find the lessening of competition to be undue, then the proposed 
merger would be disapproved. 

Mr. Moorueap. Is there any way that we could write into this legis- 
lation a spelling out of what situations or what standards should be 
particularly considered, even though there would be an undue lessen- 
ing of competition ? 

Mr. Woxcorr. I think if you were to do it, it would have to be 
done in line 14, page 2, probably. 

I personally, and the staff, have milled this over for a good many 
days—ever since we were asked to give our views on it—and up to the 
present moment we have not been able to come up with any better 
language than that contained in lines 14 and 15 of page 2 of the bill. 
I think that is where it would have to come in. 

Mr. Moorneap. Thank you very much. Thank you, Mr. Chairman. 

Mr. Brown. Mrs. Griffiths, do you have any questions ? 

Mrs. GrirFirus. Thank you. I want to compliment the smartest 
bureaucrat on his statement and I want to ask just one question, and 
I think Mr. Kilburn and Mr. Moorhead have really settled that. 

If this bill becomes law, with “substantial” and “unduly” in it, it 
means roughly, from my interpretation of your answers, that there 
will probably always be one bank, or there could be a situation in 
which only one bank is approved in Podunk Junction, but that you 
will probably always have at least two banks in New York City. 

Mr. Wo corr. I think we can assume that. 

Mrs. Grirrirns. And the question before this committee really is 
whether or not this concentration of economic power is necessary to 
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serve the Nation, or whether it has inherent in it something that 
would hurt the Nation. 

Mr. Wo corr. I think you and I are of the same opinion, Mrs. 
Griffiths, that applying this to the automotive industry, we surely 
would not be in favor of it because of the substantial lessening of 
competition. If Ford and General Motors and Chrysler were to be 
combined in one big industry, it would create a monopoly, and there 
would be a substantial lessening of competition, to the prejudice of 
the public good. I think we can agree on that. 

Mrs. Grirrirus. Yes. 

Mr. Wotcorr. Now whether the same thing would occur in a city 
like New York, where there are banks capitalized up into the hun- 
dreds of millions—I do not think I am in a position to answer that. 

Mrs. Grirritus. But it really could get down to two banks, under 
this bill? Substantially but not unduly could finally wind up with 
two banks in New York City? It is possible? 

Mr. Wo corr. Well, it is conceivable. 

Mrs. Grirrirus. Thank you, Mr. Chairman. 

Mr. Brown. Mr. Cocke, do you wish to make a statement ? 

Mr. Cocke. Mr. Chairman, I do not think there is anything I 
could add to your material benefit. If there are any questions I will 
be glad to attempt to answer them. 

Mr. Vantx. Mr. Chairman, could I ask one question ? 

Mr. Brown. Mr. Vanik. 

Mr. Vantk. The one question I want to ask relates to an amend- 
ment to this bill which would provide for public hearings. What 
would be your reaction to that ? 

Mr. Wotcorr. My offhand opinion is that I would be very much 
opposed to it. 

Mr. Vantx. Would public hearings tend to increase the incidence 
of merger or decrease the incidence of merger ? 

Mr. Wo corr. Well, it would add to the confusion, certainly. 

Mr. Vantk. Would it increase the incidence of merger or tend to 
decrease the incidence of merger ? 

Mr. Wotcorr. I think we are agreed that it would increase the in- 
cidence of merger. I was about to say that we do not—we never have 
thought that it was advisable to have public hearings, in very con- 
fidential matters. We get our information where we can find it. 
We have to talk very frankly and earnestly and confidentially with 
so many customers of banks, so many bankers themselves, that if a 
public hearing was held, it would dry up our sources of information. 

Now the same thing is true if public hearings were held on mergers. 

Mr. Vanik. Would it not tend to dry up the tendency toward 
merger? I mean a good merger could stand a public hearing. What 
objection would there be? A good merger could face the test. A poor 
merger might be withdrawn if that was one of the hurdles. Is that 
not the practical effect of public hearings ? 

Mr. Wotcorr. I surely would not want to chance it. 

Mr. Vantx. What was your answer ? 

Mr. Wo corr. I surely would not want to chance it. Because I 
doubt very much whether in public hearings we would get all the facts 
and circumstances attending any merger. 

Mr. Vantk. On the other hand would not a public hearing of neces- 
‘sity ereate-a public record which could be then subject to judicial 
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review, rather than this matter of a secret proceeding which is con- 
ducted through correspondence, or conversation, or over the tele- 
phone or in some other way in which there would be no basis for any- 
one to determine the wisdom of the action ? 

Mr. Woctcorr. You might never get a merger under those circum- 
stances, 

Mr. Vanrk. Well I am against mergers. That is why I like it. 

Mr. Wo corr. It is very desirable for some of these banks to merge, 
as I have set out here. 

Mr. Vanik. And your feeling is 

Mr. Wotcorr. Our only problem now is to find a more satisfactory, 
workable, logical way to regulate these mergers. 

Mr. Vanrx. Thank you. 

Mr. Muurer. Mr. Chairman. 

Mr. Brown. Mr. Multer. 

Mr. Mutrrr. I do not want to delay Mr. Wolcott unduly or keep 
the other witnesses from being heard. I do have some questions to 


ask Mr. Wolcott, the answer to which, I think, could be helpful to the 
committee in solving this problem. 


Mr. Brown. You may proceed. 

Mr. Mutter. Thank you, Mr. Chairman. 

On page 6 of your statement, Mr. Wolcott, you referred to mergers 
that would not be touched even by this bill. I am now referring to the 
noninsured banks. Should we not cover those banks by this bill also? 

You indicate there were 66 mergers where there was no absorp- 
tion of a noninsured bank or lessening of capital or surplus and you 
had no opportunity to consider those banks. Why should we not in- 
clude all bank mergers under this bill ? 

Mr. Cosurn. Sir, all banks are covered under this. The present law 
requires that no insured bank may assume the deposits or liabilities of 
a noninsured bank without prior consent. So we cover that. 

Mr. Mutter. Suppose it is two noninsured banks that want to 
merge? Why should we not take them into account? We cannot tell 
them to take insurance but we certainly have the right, in Congress, to 
legislate on the subject. 

Mr. Copurn. Not State banks, sir, that are not members of the 
Federal Reserve or the Corporation. 

Mr. Mutter. Is there any State bank that does not engage in inter- 
state commerce? Is there any State bank that does not have corre- 
spondents outside of the State? 

Mr. Copurn. Federal legislation has never reached any of them. 

Mr. Mutrer. Let us assume we have the right to legislate. Should 
we not include those banks? Should we not include also in this bill 
the banks where there is no diminuation of capital or surplus? Should 
we not include those too? Why should we not include all the banks 
of the country, assuming we have the right to legislate on the subject ? 

Mr. Greensipes. This legislation would cover all insured banks. 

Mr. Mutrer. I am going outside of that now. I want to include 
the noninsured banks. To the extent an insured bank take a non- 
insured bank, it is covered. 

Mr. Wotcorr. You are talking about two noninsured banks? 

Mr. Mutter. Yes, sir. 

Mr. Wotcorr. Two State banks which are noninsured ? 


* 
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Mr. Muurer. Yes, sir. 

Mr. Wotcorr. They would have to be in the same State, they would 
have to be in the same locality. I do not know as we know of any 
cases like that. There might be. If you wanted to conjecture, a case 
like that might come up, and then perhaps it might be well to write 
something into the act with respect to State nonmember, noninsured 
banks. I do not know where you would find them, but they may be 
around somewhere. 

Mr. Muurer. Well then, when you talk about 66 merger applica- 
tion where you had no opportunity to consider them, you ‘do not take 
into account se pl ta that were merging one with the other? 
There = Nc i been some such within that 66. Mr. Coburn shakes 
his head, 

Mr. cee Most of these mergers with the noninsured banks are 
instances where the bank has a deposit company that is a subsidiary 
and is merged with it. There have been a number of those. 

Mr. Mutter. Would it do any harm to make sure we include them 
all so that if there does come a time when there is that kind of a merger 
we would have the right to look at it? 

Mr. Woxcorr. I do not think that would be of particular interest 
to us and for that reason we could not object to it very much. 

Mr. Mutrer. I think it is safe to say there could be no objection 
to having the bill that broad. 

Mr. Wotcort. Well, if you would think it is necessary or advisable. 
I doubt very much whether we would be particularly interested in it. 

Mr. Greensipes. Sir, the likelihood of an uninsured bank merging 
with another uninsured bank is quite remote. They are widely scat- 
tered throughout the country, and there are not many of them. At 
the end of 1958 there were 695, and I believe that number will have 
dropped by 50 as of the end of 1959. Two hundred and seventy-nine 
of those uninsured institutions are mutual savings banks in New Eng- 
land, and it is not likely that they will be merging with each other. 

I do not believe that the uninsured institution is going to present 
a problem with respect to mergers. 

Mr. Mutter. Possibly we need some further explanation which per- 
haps you can supply, as to what these 66 institutions were, where you 
had no opportunity to consider the mergers. If they are included 
within this bill possibly I am talking about something that is purely 
academic. 

Mr. Cosurn. All of those 66 would be included in this bill. 

Mr. Greensives. There is another point, too, most of the uninsured 
commercial institutions are not State chartered, they are private en- 
terprises, private banking companies, and I doubt if your legislation 
would reach them as such. 

Mr. Mutter. Can we not make the legislation reach them? Is there 
any objection, if we can legally do it, to doing it? We have never 
considered that an objection when they wrote the antitrust laws, or 
the Sherman Act or the Clayton Act. Congress stretched out and 
reached all of these things. whether it was an ‘association, partnership 
or corporation, and said “You may not do this, if you are engaged in 
interstate commerce.’ 

Mr. Greensipes. I think the merger route is not the way to get at 
the objective you have in mind, because I doubt that there would be 
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many of these institutions that would be coming in for mergers. I 
doubt if we would have the opportunity to act if we had the law, 
because they are so scattered and separated. I think if you wanted 
to bring them under control we might study it from another angle. 

Mr. Mutter. I think possibly that deserves further study. 

Now with reference to your statement, Mr. Wolcott, that there are 
given by this bill definite standards by which to gage the propriety 
of a merger transaction, that is certainly what we are all seeking to do. 
I wonder whether or not though, instead of using a quantitative meas- 
ure, substantial, as against a qualitative measure, undue, we are not 
leaving it too flexible. The discretion of the agency that will pass 
on the application is not subject to review by the courts. 

Mr. Woxcorr. It is my own thinking, Mr. Multer, that if you use 
“substantial” you have to define the term. 

Mr. Mutrer. Is that not the way out? Or are you of the firm 
conviction 

Mr. Woxcorr. I think you have got to set up a standard, if you 
please, for the interpretation of the word “substantial” and put it 
in the act. 

Mr. Mutter. Should we not do that, or are you of the firm opinion, 
you and the members of the FDIC, that we should leave you with 
more or less uncontrolled discretion? Then after you view the whole 
thing, your determination, using your best judgment, is to be the 
determination, and that is it ? 

Mr. Wo tcort. I do not like your characterization of it being uncon- 
trolled. Because we do think there is a lot of control in this bill, and 
that is what we are asking for, control over these mergers, or jurisdic- 
tion over these mergers, so they will not run rampant. 

Mr. Mutrer. Then do I fairly state your position, and that of your 
associates at FDIC, that you feel that barring aribitrary or capricious 
action by the reviewing agency, that is the agency that has the appli- 
cation before it, there should be no court review of that? 

Mr. Wo xcorr. I do not think there should be a court review of this 
any more than there is a court review in these other agencies that we 
have set up. There is a reason for that. There surely is not any more 
reason for exempting them than exempting the banking business. 

We have a public interest, all of the agencies. Now you have to 
leave the chartering of banks pretty much in these agencies. You 
have to have Aas teas! in the Federal Reserve Board, for the ad- 
mission of banks to membership; in the Comptroller, for chartering of 
banks; in the State supervisory authorities, for the chartering of banks. 

You or the States do not set up too rigid rules for their guidance. 
You set up standards which must be followed. That is all we should 
do in this act, set up the standards which these same agencies, these 
supervisory agencies—and I include of course the State supervisors— 
would have to follow in respect to mergers, plus the one additional 
factor of whether the merger would lessen competition unduly or tend 
unduly to create a ManemnNt 5 

Mr. Mutrer. At page 14, Mr. Wolcott, you set forth an example. 
I wonder if you want to let that stand or revise it. I refer to the 
statement with reference to a finding of inadequacy does not neces- 
sarily require you to disapprove. Surely if the capital structure of 
an insured institution is Inadequate, you immediately move in, and 
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either they make the capital adequate by additional capital contribu- 
tion, or otherwise, or you will do something about it. Am I not right? 

Mr. Wotcort. What we are pointing out here is that no one factor, 
of the six banking factors, controls. 

Mr. Motrter. That is right. 

Mr. Wotcorr. We have to take into consideration all of them. But 
I have just used one of the factors which has to do with capital struc- 
ture. We might find unfavorably on that, but if we do that finding 
does not stand alone. We have to take into consideration the other 
five factors. 

Mr. Motrer. I go along with you on that. I am wondering whether 
or not you want this record to indicate that if there was a finding of 
inadequacy of capital structure of the merged institution you would 
nevertheless approve the merger. 

Mr. Cosurn. That is not what the statement says, Mr. Multer. It 
says, on the factors, the corporation shall consider the factors, 
one factor is adequacy of the capital structure. It does not spe- 
cifically say—the statute—that if it is inadequate you turn it down, 
and if it is adequate you approve it. But the clear intent and meaning 
of that statute is as though it said that, and that has been the inter- 
pretation of the corporation. 

Mr. Mutter. Now my precise question on this point is: Assuming 
you find everything else favorable, every other factor, and you also 
find the capital structure of the new institution is inadequate, surely 
you would turn it down. 

Mr. Copurn. Yes, sir. 

Mr. Cocke. I would like to give you an illustration that applies to 
your question. You have a bank that comes in and applies for in- 
surance, after being chartered by the State. You approve all the 
factors. They have set up this capital of $200,000. We in our dis- 
eretion think it ought to be $250,000. All right, they show us that 
they have anticipated earnings of $90,000 the first year; we have 
anticipated earnings in the first year of $40,000. We evaluate, decide 
the management is good, decide the location needs the bank, and we 
say “All right, gentlemen, we can insure this bank. We call your 
attention to this which we claim is an inadequacy, which you claim 
is temporary.” We will examine that bank again in 6 or 10 months 
and at that time we are going to demand this additional capital if 
they have not had the extra earnings which we at this time cannot see. 

Mr. Mutter. But you would also take the position, Mr. Cocke, that 
despite the protestations of the bank or banks concerned, if it is your 
firm belief and finding based on the fact that the capital is inadequate, 
you will say to them “Unless you improve your capital now it is 
inadequate and we will not approve the merger.” 

Mr. Cocke. I have to disagree with you sir. No man living can tell 
whether ethically that capital ought to be $250,000 or $200,000. You 
have got to apply the rule of commonsense and sound judgment. This 
man is going to be the executive officer of that bank. I hope he knows 
more about his local conditions than we do, though we may live in the 
town. Because he has that responsibility. And you just cannot cut 
anything that fine. You have got to be fair, equitable, honest, and 
practical. 
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Mr. Mutter. Well you have emphasized the point that Mr. Wolcott 
has made: That you have to have discretion in reviewing these 
applications. 

Mr. Cocxr. Without question. Rigidity would make your program 
impossible. 

Mr. Mo rer. Just one final thing, Mr. Chairman, and then I am 
through. 

On page 15 you refer to the similarity of what we are trying to do 
here, to the Interstate Commerce Act. I think you have overlooked 
the fact that in the Interstate Commerce Act, which does use the words 
“unduly restrained competition” there, hearings must be held as a 
matter of law, and the Justice Department as a matter of law has the 
right to intervene, and in addition to that, if they find undue restraint 
they must deny the application. Is that not a very substantial dif- 
ference between this bill and that law ? 

Mr. Wotcorr. There would be a decided difference in interpreta- 
tion, I would think. I donot know enough about the Interstate Com- 
merce Act to draw this similarity. Perhaps I do not know enough 
about it to bring out the point that I wanted to bring out. 

Mr. Mutter. I thought, sir, that you were trying to show that using 
the word “unduly” as they use it there, taking that as a similar statute, 
that if it was all right there it is all right here, and I just wanted to 
point out those additional differences. 

Mr. Wo tcorr. I just wanted to make the comparison, that the word 
was used in the Interstate Commerce Act, perhaps for a different pur- 
pose than it is used in this proposed bill. 

Mr. Mutter. Thank you, Mr. Wolcott. Thank you, Mr. Chairman. 

Mr. Vantk. Mr. Chairman, I have one question I would like to ask. 
If Mr. Wolcott cannot provide the answer now he might submit it 
for the record. 

I would like to know for the purposes of the record just how this 
merger review would divide between the Corporation, the Federal 
Reserve, and the Comptroller of the Currency. In other words, what 
percentage of the cases, what percentage of the banks are under your 
jurisidiction as between those that would be under the jurisdiction of 
the Federal or those under the jurisdiction of the Comptroller. I 
would like to have this both with respect to the number of banks and 
with respect to the total amount of capital involved. 

Mr. Cosurn. Mr. Vanik, we discussed it. I have here that which 
will satisfy you. 

Mr. Vantk. I ask unanimous consent that if this is available it be 
inserted in the record at this point. 

Mr. Woxcorr. When you asked us this yesterday we got it and we 
have it available now. 

Mr. Brown. That may be done. 
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(The information requested is as follows :) 


OF BANK MERGERS 





Number of banks and total bank assets, by type and class of banks, United States: 


and other areas, June 10, 1959 


























Number of | Total assets 
Type and class of bank banks (thousands 
of dollars) 
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1 Includes 3 banks, members of the Federal Reserve System, 
2 Includes 54 nondeposit trust companies. 


Note.—Banks regularly supervised by the Federal Deposit Insurance Corporation include insured com- 
mercial banks not members of the Federal Reserve System, other than district banks, and insured mutual 
savings banks not members of the Federal Reserve System: 7,066 banks with total assets of $66,277,822,000 
as of June 10, 1959. 


Mr. Brown. Gentlemen, thank you very much for your testimony. 
You may be excused. 
Mr. John W. Remington, president of the American Bankers Asso- 


ciation, is our next witness. 
You may proceed, Mr. Remington. 


STATEMENT OF JOHN W. REMINGTON, PRESIDENT, THE AMERICAN 
BANKERS ASSOCIATION 


Mr. Remineron. Mr. Chairman and members of the committee, I 
am president of the Lincoln-Rochester Trust Co., in Rochester, N. Y., 
and I am also this year president of the American Bankers Associa- 


tion. I am privileged to appear before you today on behalf of the 
association to present its views on S. 1062, a bill to regulate bank 
mergers. 


I have with me on my right, Mr. Charles McNeill, assistant general 
counsel of the American Bankers Association, and on my left, J. O. 
Brott, who is general counsel of the association. 

I also would like to state for the benefit of Mr. Moorhead, and Mr. 
Barrett, and the other members of the committee, that Mr. Allen 
Glenn, who is in the room—I do not know whether he is still here—on 
behalf of the Pennsylvania Bankers Association, concurs in the state- 
ment which I am about to make and is familiar with it. 

Congress in recent years has shown an increasing interest in the 
competitive aspects of bank mergers. This is evidenced by the num- 
ber and variety of legislative proposals that have been presented in 
this and the two preceding Congresses. Some of these proposals, as 
in Senate bill 1062, would amend the banking laws to place final re- 
sponsibility for passing on bank mergers in the bank supervisory 
agencies. Others would amend the Clayton Act to give the Justice 


Department jurisdiction over bank mergers. 
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In our opinion a healthy and vigorous competition permeates the 
banking industry in all of its aspects in communities, sections, areas, 
and in the Nation as a whole. It has been enhanced in recent years 
through present facilities for quick communication and accessibilit 
to credit and other banking services. Stern and aggressive competi- 
tion is simply a fact of life in the banking industry today. Banking 
institutions which have failed to compete for business have been un- 
able to keep pace with the growth of their competitors. 

Although the growth in deposits and lending of large institutions 
is more subject to comment merely because of size, the expansion both 
in smaller and larger institutions is attributable to and reflects the 
growth within the economy—industrial, commercial, and agri- 
cultural—of the Nation. 

In addition, banking institutions today, wherever located, are meet- 
ing constant and vigorous competition from other elements of the 
financial industry. In the competition for savings, insurance com- 
panies, savings and loan associations, and credit unions are strong 
competitors of the banking industry, which includes commercial and 
mutual savings banks. These and other types of financial institutions 
also provide strong competition in various types of lending. 

This condition of competition pervades the industry notwithstand- 
ing the degree of regulation and supervision to which it is subject. 
Congress and the States long ago determined that some degree of 
regulation should govern the entry into and conduct of the banking 
business. The extent to which regulation of the banking business 
has increased is well known. It is doubtful that any industry today 
is as closely regulated and supervised as the banking industry. 

The nature of the banking business, serving as it does as custodian 
of the savings of the people of the country in the form of checking 
and savings deposits—and likewise serving the public in many fidu- 
clary capacities—has long caused it to be considered as affected with 
a public interest. It is precisely because of this relationship to the 
public that the banking business has so long been regulated and super- 
vised by specialized agencies, intimately familiar by reason of histori- 
cal background and experience with banking in all its phases, includ- 
ing the competitive phases. It has long been the policy of Congress, 
whenever additional authority over banking has been deemed to be 
necessary, to keep the regulation of the banking industry unified by 
vesting such additional authority in existing banking agencies. Con- 
versely, dispersal of authority over the banking industry among other 
additional Government agencies has wisely been avoided in the public 
interest. 

For these reasons, we believe that other proposals in the Congress 
which would vest authority over bank mergers in the Department of 
Justice are unsound. As this committee knows, the present authority 
of the Department of Justice over bank-merger transactions applies 
only to the limited area of stock-acquisition transactions which ordi- 
narily would involve only bank holding company acquisitions. The 
existence of this authority in the Department of Justice, affecting the 
limited areas of bank holding company transactions, hardly seems a 
logical basis for extending the jurisdiction of that Department to 
cover bank mergers effected by acquisition of assets, which is the route 
most bank mergers take. 
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More, it should be noted that the continued existence of this limited 
authority in the Department of Justice over bank holding company 
acquisitions seems questionable in the light of the action of the Con- 
gress in adopting the Bank Holding Company Act of 1956, which 
vests in a banking agency control over expansion of bank holding 
companies and requires that agency to administer a competitive test, 
among other tests, in granting or withholding approval of proposed 
bank holding company acquisitions. It, therefore, seems to us to be 
unnecessary and inconsistent to continue this authority in the Depart- 
ment of Justice for the additional reason that it allows, even if in 
a limited way, a continuing dispersal of authority for the regulation 
and control of the banking industry. 

Senate bill 1062 would (1) require the prior written consent of the 
Board of Governors of the Federal Reserve System, the Federal De- 
posit Insurance Corporation, or the Comptroller of the Currency, 
as the case may be, to any merger, consolidation, or assumption trans- 
action; (2) require the Comptroller, the Board, or the Corporation, 
as the case may be, in granting or withholding consent, to consider 
the factors enumerated in section 6 of the Federal Deposit Insurance 
Act, including the financial history and condition of the bank, the 
adequacy of its capital structure, its future earning prospects, the 
general character of its management, and the convenience and needs 
of the community to be served by the bank; (3) require in addition 
that the appropriate agency consider whether the effect of any mer- 
ger, consolidation, acquisition of assets, or assumption of liabilities, 
may be to lessen competition unduly or to tend unduly to create a 
monopoly, and in the interest of uniform standards with respect 
to the competitive aspects of any such proposed transactions, require 
that each banking agency shall consult with each of the other two 
Federal banking agencies before taking any action; (4) require each 
agency to request a report from the Attorney General on the com- 
petitive factors involved in the merger, except where the agency finds 
an emergency makes necessary immediate action to prevent the prob- 
able failure of one of the merging banks: and (5) require each agency 
to report semiannually to Congress on the disposition of merger ap- 
plications approved during the previous 6 months. 

The bill would, therefore, write into the banking laws an express 
competitive test which each banking agency would be required to 
apply in conjunction with the tests enumerated under section 6, as 
set forth above, in determining whether to grant or withhold ap- 
proval of any proposed merger, consolidation or assumption trans- 
action. 

Also, the bill requires consultation among these agencies to develop 
uniform standards, which we believe to be most important. Further- 
more, the appropriate banking agency would be required, except in 
certain emergency situations, to obtain a report from the Attorney 
General with respect to the competitive aspects of any such trans- 
action. 

In our opinion, it is wrong to assess any proposed bank-merger 
transaction, small or large, solely on the basis of an isolated com- 
petitive test, and this would be particularly unfortunate if the agency 
administering the test were unfamiliar with the banking industry 
and inexperienced in the regulation and supervision of the industry. 





REGULATION OF BANK MERGERS 115 


The other important factors in section 6 enumerated earlier in this 
statement should receive appropriate or in a given case equal or great- 
er weight, and technical knowledge and experience in administering 
these factors lies in the banking agencies. In any case, the technical 
knowledge and experience of the Department of Justice in admin- 
istering the antitrust laws will be made available to the banking 
agencies. 

Moreover, there are certain circumstances in which bank mergers 
may substantially lessen competition and yet be desirable in the in- 
terest of the public and sound banking, such as the following practical 
me ac there may be others besides these that I am now going 

o cite: 

1. Where there is a reasonable probability of the ultimate failure 
of the bank to be acquired. 

2. Where because of inadequate management the acquired bank’s 
future prospects are unfavorable. 

3. Where the acquired bank is a problem bank with inadequate 
capital or unsound assets and its acquisition by another bank would 
be the best practical means of dealing with the problem. 

4. Where the acquired bank has no adequate provision for manage- 
ment succession or its management is incompetent. 

5. Where the acquired bank is an uneconomic unit or is too small 
to meet the needs of its community by providing loans of sufficient 
size or by providing needed banking facilities. 

6. Where several banks in a small town are compelled by an over- 
banked situation to resort to unsound competitive practices which may 
eventually have an adverse effect upon the condition of such banks 
and the merger of the two or more banks would, therefore, be in the 
public interest. 

These illustrations emphasize the importance of intimate familiarity 
with the problems affecting the banking system and of individual 
banks, if the provision of any law affecting the banking industry is to 
be administered in the public interest. Accumulated knowledge and 
judgment of problems uniquely affecting the banking industry con- 
stitute a singularly valuable asset that cannot be transferred merely 
by provision of law. Moreover, the existence of this knowledge in the 
banking agencies also assures a high degree of administrative efficiency 
and economy which, if lost, would result in such an administrative 
overlap and duplication as to burden the regulator and regulated 
alike. Equitable, efficient, and objective administration of the bank- 
ing laws, including all laws specifically relating to competition, would, 
in our opinion, most likely result from administrative policy forged 
out of the combined experience and knowledge of the several supervi- 
sory agencies. 

In our opinion, the authority given the bank supervisory agencies 
in Senate bill 1062 is also consistent with the policy adopted by the 
Congress with respect to the authority over merger transactions en- 
gaged in by other regulated industries. 

In connection with merger and consolidation transactions in other 
regulated industries note, for example, the exemptions accorded in 
section 7 of the Clayton Act to transactions subject to the Civil Aero- 
nautics Board, the Federal Communications Commission, the Federal 
Power Commission, the Interstate Commerce Commission, the Secu- 
rities and Exchange Commission, the U.S. Maritime Commission, and 
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the Secretary of Agriculture. The effect of these exemptions is to 
make respective agency approval of mergers and consolidations within 
those industries an effective bar to attack under the Clayton Act. 

In our judgment the banking agencies through the years have 
supervised and regulated the banking industry with fairness, thor- 
oughness, competence, and objectivity. This supervision and regu- 
lation run to all aspects of the industry’s operation, including merger, 
consolidation, and assumption transactions. 

Guided by the foregoing considerations, we are convinced that 
final authority over all bank merger and assumption transactions 
should be centered in the banking agencies, which in our judgment 
will effectively and objectively carry out the will of the Congress and 
protect the interests of the public. 

We, therefore, strongly support the enactment of Senate bill 1062. 

Mr. Brown. You are infavor, then, of the enactment of this bill. 

Mr. Remineton. We feel that it is a sound change and that it does 
add this very important portion relating to the competitive factor. 

Mr. Brown. Are there any questions, gentlemen ? 

Mr. Movter. Mr. Chairman. 

Mr. Brown. Mr. Multer. 

Mr. Mutter. Very briefly, Mr. Remington, as a New Yorker I am 
am happy that the American Bankers Association has honored itself 
by honoring New York by picking one of its bankers as president. 

Mr. Remineton. Thank you. 

Mr. Moutrer. As a New York City man I am glad they picked one 
from upstate New York, and maybe some of the fire of my colleagues 
against New York as the financial center of the world, as it is, will be 
a little less vigorous. 

Mr. Remington, there is just one thing I would like to ask you 
about. You make the point—a good point—that the Civil Aeronau- 
tics Board, the Federal Communications Commission, the Federal 
Power Commission, the Interstate Commerce Commission, and the 
Securities and Exchange Commission, the U.S. Maritime Commis- 
sion, and the Secretary of Agriculture are all exempted from the 
Clayton Act, section 7 of that act. 

Mr. Remrnaton. Yes. 

Mr. Motrter. With the exception of the Secretary of Agriculture, 
all of the laws setting up these other boards and agencies provide 
for public hearings, notice to the world, the opportunity to any inter- 
ested party to come in and ask to be made a party and be heard, to 
file objections, or to be heard in support of the application, and court 
review. 

Not all of them have court review, but most of them have. Would 
you be in favor of adding to this act, together with an exemption 
in favor of banking, exempting the banking institutions from section 
7 of the Clayton Act. if we wrote into this bill the other provisos for 
public hearings, public notice, right to be a party. and court review? 

Mr. Remtneton. I would not be in favor of it, Mr. Multer, because 
so many times these matters of mergers may require rather quick 
action. We were referring this morning, when you were asking Mr. 
Wolcott questions, to the problems of the weak bank. So you have to 
think in terms of the weak bank situation as well as the strong bank 
‘situation, which was also referred to this morning. These agencies 
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have had long experience, they represent the public very adequately, 
they have experienced men in them, with long terms of service, their 
representatives get into the banks, into the localities, and I know you 
are familiar with the general form of examination by these agencies 
of the banks, which is very thorough even with respect to general 
examinations, and when a matter of merger comes up they really go 
into it very exhaustively, talk with the other bankers in the community 
as well as with citizens, customers, borrowers, and so on. I think that 
it would not be advisable, and not necessary or wise to have public 
hearings taking into consideration all of these seven factors set forth 
in the proposed bill. 

Mr. Mutter. Not anything that I have said in any of my ques- 
tions or statements were intended to cast the slightest aspersion on 
any of various agencies having jurisdiction over these matters, or 
that will have jurisdiction, and having in mind, too, that all of us on 
this committee, I believe, recognize that in emergency situations, 
in matters dealing with inadequacy of capital, matters dealing with 
bad management or incompetent management, that any of these 
emergency situations should be handled discreetly and off the public 
record, if we exclude those things, and gave ample protection so that 
an agency could move in if required to do a job in the interest of the 
stockholders, the public, and the depositors, can we not use some of 
these other safeguards written into these other laws, such as public 
notice, public hearing, and court review ? 

Mr. Remrneton. I still feel that by this bill you would protect 
the public, and the experience after enactment would show that. If 
it did not, you could further amend the bill. 

Mr. Mutter. Thank you, sir. 

Mr. Brown. Mr. Hiestand. 

Mr. Hiestranp. Mr. Chairman, Mr. Remington has great confidence 
in the ability of the three regulatory agencies. I am just wonder- 
ing whether he feels that the mandatory report from the Justice De- 
partment, in all cases, is called for, except perhaps when one of the 
agencies asks for it? Could it not be made by voluntary request, if 
needed ? 

Mr. Remrneton. Mr. Hiestand, we have thought that by request 
would be sufficient. But we do not have any great objection to the 
portion of the bill as drawn. This provision for a mandatory report 
was added as an amendment to the original Senate bill, and of course 
is now incorporated in S. 1062. 

Mr. Hrestanp. That is provided for in S. 1062. 

Mr. Remrineton. Yes, sir. We think the permissive report would 
be sufficient, but sometimes there is a question of balancing of interests, 
and that is what this whole thing is. These seven factors represent 
a balancing of interests to find out what is in the public interest. 

Mr. Hrestanp. And you do not, and your association does not, offer 
any amendment to this S. 1062 as written ? 

Mr. Remineton. We do not. 

Mr. Hrestanp. Thank you. 

Mr. Brown. Any other questions, gentlemen ? 

Mr. Vani. Mr. Chairman, I have a question or two. 

Mr. Brown. Mr. Vanik. 
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Mr. Vanik. First of all I want to commend the gentleman on his 
work for the ABA. I cannot help but notiice that the ABA has re- 
cently followed the practice of selecting for its leader a person who 
represents some of the smaller banks, with which we have very little 
to argue about, because you are the people we are thinking about in 
legislating. Your organization has taken official action on this, has 
it not, of which your statement is representative ? 

Mr. Remineron. Yes. 

Mr. Vanrx. In the testimony you have heard here during the course 
of the morning and yesterday, do you have any comment you would 
like to make with respect to this matter of publication, or public hear- 
ings, prior to approval of a merger, by the representative authority ? 

Mr. Remineron. I feel, Mr. Vanik, that 

Mr. Vantk. As far as you are concerned, and the type of institu- 
tions that you are most familiar with, would this be an objectionable 
feature ? 

Mr. Remrneton. I do not think it would add anything, and I am 
afraid it would subtract. I am afraid it would subtract for the reason 
that there would be some problem and difficulty in getting this infor- 
mation. This was covered to some extent by Mr. Wolcott—the re- 
ports they get concerning the underlying factors in the community. 

Furthermore, I think this just adds another, I would say, unneces- 
sary part of the program. 

Mr. Vanrk. Would you say it would be a useless step ? 

Mr. Remincron. No, I do not think I would want to use the word 
“useless,” but I think it is unnecessary. With the time, cost, and 
everything else weighed together, you would not get enough value out 
of it for the public. Let us forget banks entirely. In the interests of 
protecting the public you would not get enough value out of it. 

Mr. VantK. It is difficult for me to go back to my constituents and 
say: “A public hearing would serve no purpose.” I do not think they 
would believe me if I told them that, because they feel they have a 
very keen right to know about what is going on, whether they exercise 
that right or not. The mere fact that the formula is there, and the 
procedure is there, they feel more safeguarded. 

You see it was stated earlier by Mr. Wolcott that banks are quasi- 
public institutions. As quasi-public institutions, the public feels that 
they ought to have a greater part, whether they exercise this partici- 
pation or not, in knowing what is going on. In my community we 
had a conversion of a State bank into a national bank and it was han- 
dled very properly. There was nothing I could criticize, but the 
people were astonished that this could happen without there being 
some public knowledge, without there being some public agency that 
could review it, or at least give an opportunity for the matter to be 
aired. I can see where many matters have to be confidential. And 
I suppose that in emergency situations public hearings would prob- 
ably have to be waived or a statutory provision ought to provide for 
their waiving, but other than in such situations, I sit here with strong 
convictions that a public hearing, whether exercised or not, would be 
usseful, and if the feature were in the law it would certainly 
strengthen it and make our position as legislators here more tenable. 
Do you have any comment on that? 

Mr. Remineron. I respect your point of view. 
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Mr. Vani. Then I have this further question. 

Mr. Remineron. And J still think that when it is all added up 
that public hearings would not materially strengthen the situation. 

Mr. Vanrixk. Did the resolution of the ABA take any position on 
this matter of public hearings? Does it oppose it or not ? 

Mr. Remineton. It was not considered by us because it had not 
come to our attention. 

Mr. Vanik. So that actually, the association has taken no position 
on the matter of public hearings. 

Mr. Remineron. That is correct. 

Mr. VaniK. Earlier we heard discussion about these New York 
mergers and all of the three people involved, the Comptroller, the 
Federal Reserve, and Mr. Wolcott as head of the FDIC, said they 
saw nothing in these mergers that would have caused them to oppose 
any of them. I personally feel differently about it. I feel that at 
least one of those mergers was objectionable, and that there is noth- 
ing this law can do on the problem. If this sort of thing is going to 
be permitted to go on it can have a very serious effect upon the bank- 
ing system and the public interest. I do not expect you to comment 
with respect to the institutions involved. But do you concur in their 
opinion that there was nothing objectionable to the New York 
mergers ¢ 

Mr. Remineron. Without referring to any one of them by name, 
we are familiar, we are a correspondent bank 

Mr. Vani. You might have to live with this answer in upper New 
York State. 

Mr. Remineton. We are a correspondent bank of a number of these 
banks that were affected. I am thinking of one particularly. To 
me it improved the service, not just for our bank, but for customers, 
for people generally, and it did not lessen competition at all, and it 
made available funds for loaning, which is so important both to the 
large and middle sized and smaller businesses, that otherwise would 
not have been available. 

I think it is very difficult to generalize on the question you asked. 

Mr. Vanix. Does a merger actually provide more funds for loan- 
ing? Is that the effect of a merger? It seems to me if you have 
two equal things and you add them together you just have the same 
amount. 

Mr. Remineron. You might have a bank with very large capital 
funds, and which did not have the demand that another bank, which 
may be faster moving, or serve a wider group of customers, might 
have, with less capital funds. Now if you put those two together 
you have a situation where the public can be served very much better. 

Mr. Vanik. That is all. 

Mr. Brown. Do you have any questions? 

Mr. Moorneap. Yes, Mr. Chairman. 

Mr. Remington, I think you may have heard the discussion of the 
words “substantial” and “unduly” used in this hearing. If it is de- 
cided to use the word “substantial” would you recommend that. we 
add language to the statute providing standards such as you have 
listed on pages 5 and 6 of your statement ? 

Mr. Remineton. Well, I would like to comment a little, if you 
do not mind, a little more generally on that. 
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{ would be concerned about trying to pinpoint any five or six situ- 
ations as being the only ones to be considered. There might be others 
that would not be thought of by us, by legislators, and you might find 
yourself in an unfortunate position when you were trying to 
construe it. 

The word “substantial” has been mentioned here by a number of 
you gentlemen, as a quantitative word. I can think of a merger that 
took place in our city a few years back—we had five banks in Roches- 
ter and now we have four, and under the word “substantial” as it has 
been construed under the Clayton Act, it would be my best guess that 
that merger would have been denied. As a matter of fact, that 
merger has increased the competition measurably, in our town. Our 
bank was not one of those involved in the merger, but we find the 
competition considerably greater from the combination of those two 
than it was before; and yet, under “substantial,” the use of the word 
“substantial,” I doubt very much whether the merger could or would 
have been approved. I think it has been good for the community 
and for small business in our community. 

The word “unduly” to me is one under which you can again bal- 
ance the interests involved here. You go back to the first year of law 
school, and you are balancing the equity interests, and putting them 
all together, and then you make a decision and you find in the sum 
total whether this is a wise thing for the public and for all the other 
interests involved. 

Mr. Moorneap. Mr. Remington, maybe you could tell us, briefly, 
or describe for us briefly, competition in the banking industry as to 
being different from other industries. Within a community, with 
whom do the banks compete, and is there competition between institu- 
tions in other cities and areas of the country ? 

Mr. Remrneton. Very sharp competition. And our competition 
exists not only with banks but with credit companies, as you know, 
in the small credit field, which is, I think, a good thing. We in the 
commercial banking field compete, of course, with the mutual institu- 
tions, and that is a strong competition. I think at the present time, 
generally speaking, not only in my own locality, but as I see it in 
other parts of the country, we have very sharp competition in bank- 
ing, which is good for the customer, good for the public, and good for 
the business interests. 

Mr. Moorneap. For example, Mr. Remington, did you get compe- 
tition from the New York City banks when you were looking for custo- 
mers in the Rochester area ? 

Mr. Remineton. Not to any great degree. They usually will take 
care of requirements that we cannot take care of. They occasionally 
extend large loans which are greater than our capital would permit, 
and when this situation arises, we ask for their interest and participa- 
tion, but they do not come upstate and compete with us. ‘They are 
very careful about that. 

Mr. Moorneap. Thank you, Mr. Chairman. 

Mr. Brown. Mr. Remington, as president of the American Bank- 
ers Association, aa are speaking for the banks in your associa- 
tion, are you not? 

Mr. Remrneorton. Yes, sir. 

Mr. Brown. You may be excused. 
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Mr. Motrer. Just one thing before he goes, in line with the ques- 
tion Mr. Moorhead asked. 

Do you get any substantial competition from Marine Midland 
Holding Co. ? 

Mr. Remineron. Well, we get it from Marine Midland Bank in 
Rochester, which is our strongest competitor. When I say “strong- 
est,” they are all strong, but this one is perhaps our most active com- 
petitor. But it comes from the local bank, which has branches, as 
we do, in our territory—our six counties. 

Mr. Mutter. They get part of their strength from the fact that 
they are part of the Marine Midland Holding Co. ? 

Mr. Remineton. Yes, they have a very interesting advantage, with 
which you are familiar, Mr. Multer. 

Mr. Brown. Thank you very much. You may be excused. 

Mr. DuBois, I am sorry we did not have time to hear you today. 
I hope that you and Mr. Harding can come back tomorrow. 

Mr. DuBors. Yes, sir. 

Mr. Brown. The committee will now recess, to reconvene tomor- 
row morning at 10 o’clock. 

(Whereupon, at 12:30 p.m., the subcommittee adjourned, to recon- 
vene at 10 a.m., Thursday, February 18, 1960.) 
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THURSDAY, FEBRUARY 18, 1960 


House or REPRESENTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
SupcoMMITree No. 2, 
Washington, D.C. 

The subcommittee met at 10 a.m., in room 1301, New House Office 
Building, Hon. Paul Brown, chairman of the subcommittee, pre- 
siding. 

Present: Mr. Brown (presiding), Mr. Multer, Mr. Barr, Mr. Moor- 
head, Mr. Kilburn, Mr. Hiestand. 

Mr. Brown. The committee will come to order. 

We are delighted to have as our first witness this morning Hon. 
Emanuel Cellar, chairman of the House Judiciary Committee. 

We are delighted to have you with us, Mr. Chairman. You may 
procede. 


STATEMENT OF HON. EMANUEL CELLER, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF NEW YORK, AND CHAIRMAN OF 
THE COMMITTEE ON THE JUDICIARY 


Mr. Cetier. Thank you, Mr. Chairman. I should like to have the 
privilege of submitting a comprehensive statement beyond that which 
I will read, which is a much briefer one. 

Mr. Brown. Very well. You may proceed. 

Mr. Cetier. I appreciate, Mr. Chairman and members of this dis- 
tinguished committee, the opportunity to present my views concerning 
S. 1062, which would provide safeguards against mergers and con- 
solidations of banks, which might lessen competition or tend to mo- 
nopoly in the field of banking. 

I would point out that the views I express are based in considerable 
part on extensive studies, hearings, and reports of the House Judiciary 
Antitrust Subcommittee, dealing with the competitive aspects of bank 
mergers. To summarize my position, I recommend favorable consid- 
eration of S. 1062 provided it is amended in the following respects: 

First, by prohibiting with specified exceptions the appropriate Fed- 
eral bank supervisory agency from approving any bank merger or 
consolidation where, in any section of the country, the effect may be 
substantially to lessen competition or tend to create a monopoly ; 

Second, by adoption of provisions for a hearing on the record similar 
to those incorporated in the Bank Holding Company Act of 1956, in 
order to safeguard against arbitary or capricious agency action ; 

Third, by adoption of a so-called antitrust savings clause to clarify 
congressional intent that applicable provisions of the antitrust laws 
pertaining to banks are not to be superseded. 
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CONCENTRATION OF BANKING FACILITIES 


At the outset I would emphasize that enactment of S. 1062 with the 
recommended amendments is the minimum necessary to maintain a 
sound vigorously competitive unit banking system in this country and 
to arrest a trend which is concentrating control of the Nation’s bank- 
ing business into the hands of fewer and larger financial institutions. 
Illustrating the extent of concentration that is taking place, a study 
made by our Antitrust Subcommittee a few years ago showed that 
while there were approximately 13,500 commercial banks in this coun- 
try, the 100 largest controlled approximately 46 percent of the Nation’s 
total bank assets, and more than 48 percent of the bank deposits. In 
10 of the Nation’s 16 leading financial centers, 4 banks owned more 
than 80 percent of all commercial assets. Furthermore, in 9 of these 
financial centers, 2 banks owned more than 60 percent of all commer- 
cial bank assets. Again in each of the 16 leading financial centers the 
first 2 banks owned more than 40 percent of al] the commercial assets, 
the first 4 banks 60 percent. 

The present degree of concentration is contrary, I think, to the fun- 
damental premise that the banking system of the United States should 
rely for its vitality on vigorous competition by a multitude of inde- 
pendent banks, locally organized, locally financed and locally man- 
aged. For independent banks provide a much healthier basis for effec- 
tive community organization than does the absentee ownership of giant 
banking institutions. 

BANK MERGER ACTIVITY 


Largely responsible, in my judgment, for the concentration that 
now characterizes the banking system, has been a rapidly accelerating 
trend toward bank mergers which has been a major development in 
banking over the past 8 years. In the period 1950 through 1959, 1498 
of the Nation’s commercial banks have disappeared by way of mergers 
and consolidations. Of these, 802 or over one-half involved national 
bank transactions approved by the Comptroller of the Currency. 
Total resources of the banks absorbed in these national bank mergers 
amounted to over $12 billion. 

Another matter of interest is the gradual decline in the total num- 
ber of banks in the Nation. During the last 38 years the banking pop- 
ulation of the Nation has been reduced by more than half; in 1921 there 
were more than 30,000 banks serving the Nation’s creditors and de- 
positiors as compared to about 13,500 at the present time. The fact is 
that the banking population of our country is at a 38-year low despite 
the postwar boom, despite the 286-percent growth in bank assets, de- 
spite the new high level of loans and deposits, despite the greatly in- 
creased use made of banking services, and despite the enormous growth 
in the number of depositors. 

As Chairman Martin of the Federal Reserve Board testified, “Since 
1933 the merger movement has been the major factor in the gradual de- 
cline in the total number of banks.” Furthermore, most of the banks 
that have been absorbed have been growing, efficient, profitable, vigor- 
ously competitive banks taken over at peak earning capacity. It is 
significant too that many of these mergers have been primarily the out- 
growth of a deliberate effort on the part of certain banks to expand 
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their banking facilities, add to their capital and depositors, and, in 
general, increase their overall financial strength in the economy. 

As a result of the depletion in the ranks of the country’s banks 
through mergers, competition among banks has been lessened in com- 
munities throughout the nation. Over 76 counties in the United 
States have no commercial banking facilities whatsoever, while more 
than half the counties in the United States have only three or fewer 
banks serving the needs of the community. Hundreds of small, rural 
American communities have become “bankless” towns and many others 
are served by only one bank in place of the two or three which existed 
in the 1920's. 

The conclusion is inescapable that the bank merger trend is a mat- 
ter of deep concern, particularly since competition is one of the strong- 
est factors safeguarding a sound banking system. 


PRESENT PROVISIONS OF FEDERAL LAW DEALING WITH BANK MERGERS 
ARE INADEQUATE 


Under the National Banking Act, approval of the Comptroller of the 
Currency is required for any merger between national banks, or be- 
tween a national bank and a State bank, where the resultant institu- 
tion is a national bank. In addition, the Federal Deposit Insurance 
Act requires that approval of certain mergers must be obtained from 
the Federal Deposit Insurance Corporation, the Comptroller of the 
Currency, or the Federal Reserve Board, as the case may be, but only 
where the capital stock or surplus of the resulting bank will be less 
than the aggregate stock of the two institutions combined. Also, ap- 
proval of the Federal Deposit Insurance Corporation is required for 
mergers between insured and noninsured banks. None of these Fed- 
eral banking statutes applicable to mergers, deals substantively with 
competition in the field of banking, and in no ease is the competitive 
impact of the merger a necessary element to be considered by Federal 
banking officials in deciding whether or not to grant approval. 

Bank mergers are also circumscribed by the provisions of the Sher- 
man Act of 1890 which prohibits combinations in restraint of trade, 
attempts to monopolize, or monopolization of trade or commerce. 
Illegality is established by proof that the merger has actually resulted 
in an unreasonable lessening of competition; it is immaterial whether 
the merger was accomplished by stock or asset acquisition, 

Section 7 of the Clayton Act of 1914 deals specifically with a corpo- 
rate and bank mergers and bans those achieved by stock purchases 
where there is a reasonable probability of a substantial lessening of 
competition or a tendency to monopoly. Section 7 was designed 
to stop mergers beyond the reach of the Sherman Act but its failure 
to include bank mergers accomplished by asset acquisitions results in 
a loophole which so far as nonbanking corporations are concerned 
was Soma by passage of the Celler-Kefauver Act of 1950, amending 
the section to cover mergers regardless of how accomplished, whether 
by asset or stock acquisition, 

Beyond this, many bank mergers are accomplished oy asset acquisi- 
tions due in part to provisions of Federal law prohibiting member 
banks of the Federal Reserve System, with a few exeeptions, from 
purchasing corporate stocks, Various State statutes prescribe simi- 
lar limitations. For these reasons, section 7 of the Clayton Act is 
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not too valuable in coping with the mounting trend of bank merger 
activity. 

To close this loophole in section 7 and provide Federal enforcement 
agencies with the same authority to move against bank mergers ac- 
complished by asset acquisitions, I introduced H.R. 5948 in the 84th 
Congress. This bill was adopted by the House without dissent on 
February 6, 1956, but was not brought up on the Senate floor for 
vote. I might add that the measure was in accordance with the Presi- 
dent’s recommendations submitted to the Congress in 1956 and re- 
peated in 1957, 1958, 1959, and 1960, calling for revision of antitrust 
legislation to cover bank mergers accomplished by asset acquisitions. 

One month after House passage of H.R. 5948, the Acting Secretary 
of the Treasury transmitted to the Senate and House proposed legis- 
lation to amend the banking statutes, specifically section 18(c) of the 
Federal Deposit Insurance Corporation Act, so as to give Federal 
banking agencies jurisdiction to approve or disapprove bank mergers. 
This Treasury Department recommendation was designed, I believ e, 
to head off Senate passage of H.R. 5948. Moreover, it was contrary 
to the President’s recommendation seeking revision via antitrust legis- 
lation to cover bank mergers accomplished by asset acquisitions as 
envisaged by H.R. 5948. In any event, a Senate bill embodying the 
Treasury proposal was adopted by the Senate in the 84th Congress 
and again in the 85th Congress as section 23, chapter 5, title III of the 
proposed Financial Institutions Act of 1957. S. 1062, the subject 
of the present hearings, is with two exceptions similar to these earlier 
proposals. ‘These exceptions are the provisions making mandatory 
consultation with the Attorney General and requiring semiannual 
reports to Congress on merger transactions which are approved by 
the banking agencies. In my judgment these amendments improve 
the bill considerably. 

Let. me make it clear that despite the foregoing considerations, 
amendment of the banking laws in this area would not be inconsistent 
with amendment of the antitrust laws to cover bank mergers ac- 
complished by asset acquisitions provided that amendments as here 
recommended are made in S. 1062. These recommended amendments 
are set forth in the appendix to my prepared statement, which the 
chairman has graciously permitted to be inserted in the record. 

Indeed, to assure against the Judiciary and the Banking Committees 
working at cross purposes with each other in respect to this problem, 
the Antitrust Subcommittee of the House Judiciary Committee has 
deferred consideration of H.R. 4152, a bill I introduced in February 
1959 which would plug the banking loophole in section 7 of the Clay- 
ton Act. 

Under the pending bill competitive considerations are virtually ig- 
nored ; for this reason an amendment adopting the “substantially” test 
is necessary. 

Under the bill, competitive considerations would be only one of the 
various factors that would have to be taken into account by the ap- 
propriate Federal banking agency in scrutinizing a proposed bank 
merger. Moreover, a novel test is proposed, namely, whether the 
acquisition “may lessen competition unduly or tend unduly to create 
a monopoly.” 

Indisputably this proposed standard is far weaker than that of sec- 
tion 7 of the Clayton Act which applies to other businesses and pro- 
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hibits any merger “where the effect of the acquisition may be sub- 
stantially to lessen competition, or to tend to create a monopoly.” 
In the 69 years since passage of the Sherman Antitrust Act no 
suggestion has been made that its provisions designed to pre- 
vent clogs on competition did not apply equally to banking and non- 
banking corporations. Nor are the characteristics of the banking in- 
dustry so unique as to justify such departure. As the Comptroller of 
the Currency has testified : 


It is no less important to have competition in banking, when this 


can be 
done soundly, as it is in other fields of commerce and industry. 


In these circumstances, I must view with the utmost gravity a pro- 
posed standard that would provide for the banking industry a pre- 
ferred and favored position. 

It will be recalled that the term “substantially lessen competition” 
has been imbedded in Federal jurisprudence for 45 years in the course 
of which it has received judicial content via numerous court interpeta- 
tions. These words have become words of art. 

If we discard this standard for the vague and novel standard of 
“unduly,” we would find ourselves in a sea of trouble. It took years 
and years to determine through court interpretations what the term 
“substantially to lessen competition” means. Should 8. 1062 be 
adopted in its present form, not only would the courts have to start all 
over again in interpreting a vague and untested term, there would be 
created—and without justification—a dual standard, one for banks, 
another for nonbanking corporations. The force of these considera- 


tions was noted by the Chairman of the Federal Reserve Board. He 
testified : 


We recognize * * * that you have a legal groundwork for substantially les- 
sening competition already in the framework of the law and that it may not be 
possible to use “unduly lessening competition.” 


Indeed the present Comptroller of the Currency testified before 
our Antitrust Subcommittee as follows: 


We have no objection to the principle that the acquisition of one bank by 
another through purchase, merger, or consolidation should not be permitted if 
the effect of the acquisition may be substantially to lessen competition. It is 
no less important to have competition in banking, when this can be done 
soundly, as it is in other fields of commerce and industry. 

It must be recognized too that if the Congress should adopt the 
standard here proposed and proscribe only bank mergers which tend 
unduly to monopoly, then the Congress, in effect, would be placing its 
imprimatur of approval on mergers which tend to monopoly. 

Stated otherwise, adoption of the “unduly” standard would mean 
that it is the policy of Congress that a bank merger which tends to 
monopoly is in the public interest; that only if it tends unduly to 
monopoly should it be banned. Apt in this connection is the comment 
of Judge Barnes, former head of the Antitrust Division, now a mem- 
ber of the Court of Appeals for the Ninth Circuit: 

I think that when we talk about “tendency unduly to create a monopoly” it 


seems akin to speaking of a man that is not “unduly dishonest.” I think that 
we have to pause a little bit to consider if that is exactly what we mean. 


The short of the matter is that as former Assistant Attorney Gen- 
eral Barnes testified, the pending— 
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proposal does little, if anything, to insure competitive enterprise in banking. 
Any pretense that it does seems * * * hardly more than sham. 

What kind of test would fit an “undue” monopoly? A monopoly is 
a monopoly; due or undue. I do not care what you call it. It isa 
monopoly and should be banned beyond peradventure of any doubt. 
It would be like saying you can have an undue murder, or you can 
have an undue rape. Nosuch distinction can or should be made. 

The contention has been made that a test of “undue lessening of 
competition” would provide greater flexibility by permitting the ap- 
proval of mergers and consolidations which for particular reasons 
would not be contrary to the public interest. 

For one thing, it has been contended that the “substantially” test 

might preclude a bank merger even though there is a reasonable prob- 
ability of the ultimate failure of the acquired bank or where, because 
of inadequate management, the acquired bank’s prospects for survival 
seem dim. What is overlooked is that there are numerous transac- 
tions which are not contrary to the policy of the antitrust laws even 
though they may lessen competition. In the /nternational Shoe 
Company case (280 U.S. 291), the Supreme Court held that where the 
concern acquired is— 
a corporation with resources so depleted and the prospect of rehabilitation so 
remote that it faced the grave probability of business failure * * * the pur- 
chase of its capital stock by a competitor (where being no other prospective pur- 
chaser), not with a purpose to lessen competition, but to faciliate the accumu- 
lated business of the purchaser and with the effect of migrating seriously in- 
jurious consequences otherwise probable * * * does not substantiallv lessen 
competition or restrain commerce within the intent of the Clayton Act. 





On the same principle, the acquisition by a bank of the assets of an- 
other bank would not be precluded under the “substantially” test 
where otherwise there would be a reasonable probability of the ulti- 
mate failure of the acquired bank or where, because of inadequate 
management, the acquired bank’s prospects for survival seem slim. 

In addition to the acquisition of a bank which otherwise would be 
faced with a possibility of failure, there are other circumstances in 
which, from a banking standpoint, the acquisition of a bank by an- 
other bank would be in the public interest and not be barred under the 
“substantially” test. The “substantially” test would not preclude a 
bank merger where because of inadequate or incompetent management 
the acquired bank’s future prospects are unfavorable and can be cor- 
rected only by a merger or consolidation with the acquiring bank; 
where the acquired bank is a problem bank with inadequate capital or 
unsound assets and its acquisition by another bank would be the only 

ractical means of dealing with the problem; or where several banks 
In a small town are compelled by an overbanked situation to resort to 
unsound competitive practices which may eventually have an adverse 
effect upon the condition of such banks and the merger of the two or 
more banks would, therefore, be in the public interest. 

So that there can be no doubt of this, the amendment TI propose 
would specifically permit approval of any banking merger falling 
within any of the four categories cited above. In short, the amend- 
ment assures the banking agencies flexibility to approve mergers 
which are in the public interest. Furthermore, by writing these ex- 
ceptions into the bill itself, the amendment meets each and every rea- 
sonable objection the banking agencies might have to use of the “sub- 
stantially” test. Continued objection by the banking agencies can 
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only mean that they do not in reality desire to be guided by objective 
and readily identifiable congressional standards but, on the contrary, 
desire unfettered discretion. To yield on this basic principle would 
mean that Congress has abdicated basic and primary responsibility 
for establishing standards controlling on administrative agencies. 

Also, it has been contended that under section 5 of the Interstate 
Commerce Act, a merger of carriers may be approved by the Inter- 
state Commerce Commission if it will not unduly restrain competition. 
From this it is argued that use of the word “unduly” would likewise 
be appropriate for mergers of banking institutions. I think it clear 
that a more inept or inopportune analogy would be difficult to find. 
In the first place, under applicable congressional policy, railroads 
have a quasi-monopolistic public utility status. For that reason, to 
protect the public interest the rates which carries charge are sub- 
ject to comprehensive and penetrating regulation by the Commission. 
By contrast, competition in banking is the primary safeguard to pro- 
tect the public interest. Thus in banking there is no provision of 
law to limit a bank’s interest rates. 

In the second place, under the Interstate Commerce Act the effect on 
competition between the carriers must be given controlling weight in 
determining whether or not merger approval is to be granted. Yet, 
in banking where competition is admittedly of far greater importance, 
competition under the pending bill would be only one of the factors 
that would have to be taken into account. 

Then, too, it is significant that under the merger sections of the 
Interstate Commerce Act elaborate provisions are made for hearings, 
together with the right of the Attorney General to intervene as a 
party in the proceeding. Provision is also made for judicial review 
of a final Commission merger order. Such hearing provisions are 
conspicuous by their absence from the pending bill. 

The conclusion is readily apparent that what proponents of the 
bill really want is the best of all possible worlds for bank merger 
activity—less reliance on competition than under the Interstate Com- 
merce Act, without any of that act’s safeguards for hearings and 
right of judicial review. 

Finally, proponents of this bill have failed to cite any precedent 
whatever for the second part of the test proposed in the pending bill, 
i.e., “tend unduly to create a monopoly.” They have failed to cite a 
precedent for none exists; none exists, as I say, because Congress has 
can unwilling thus far to adopt a policy that a merger which tends 
to create a monopoly is in the public interest; that only where it tends 
unduly to create a monopoly, must it be proscribed. It is clear that 
without the “substantially” amendment and the specified exceptions 
therefrom, the bill could well become a license for, rather than a 
deterrent to, bank mergers detrimental to competition. 

There is yet another consideration, namely, that the test proposed by 
the pending bill would weaken the competitive standards which the 
Comptroller of the Currency has professed to follow with respect to 
bank mergers. As previously indicated, approval of the Comptroller 
of the Currency is required in all cases of mergers between national 
banks, or between a national bank and a State bank where the resultant 
institution is to be operated under a national charter. I point out that 
the Comptroller of the Currency has stated on numerous occasions that 
before granting merger approval he will determine whether its effect 
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in any section of the country may be substantially to lessen competition 
or tend to create a monopoly ; that he will determine, in short, whether 
the transaction is violative of the policy of the Celler-Kefauver Act. 
Moreover, the Comptroller has stressed that he would not approve any 
bank merger or consolidation which he thinks would be a violation 
of the principles of this act. Thus, in a letter to me dated March 14, 
1955, the Comptroller of the Currency stated in part: 

It has been the practice of the Comptroller before giving his approval to deter- 
mine whether the effect of the merger “in any section of the country * * * may 
be substantially to lessen competition, or to tend to create a monopoly.” 

The fact is, however, that, from 1950 through 1958, the Office of the 
Comptroller approved 731 bank mergers and consolidations involving 
in respect to banks absorbed total resources of approximately $11 
billion while disapproving only 22 for competitive reasons. During 
the period from 1950 to May 1955, that office did not disapprove a 
single merger application on the basis of competitive considerations. 

Without in any way singling out the present incumbent—my 
remarks are applicable to his predecessors as well-—it would appear, 
as the Attorney General has testified, that the Office of the Comptroller 
of the Currency has tended to give little or no consideration to the 
question as to whether or not competition would be substantially less- 
ened. 


THE BILL SHOULD CONTAIN PROVISION FOR PUBLIC HEARINGS 


In its present form, the bill, 5, 1062, makes no provision for public 
hearings upon applications which may be filed. Iam strongly of the 
opinion that the bill should be amended to include such a provision, at 
least in cases of disagreement between interested governmental bodies. 

The role of the public hearing in modern regulatory procedure is 
so fundamental as to require little exposition or defense. A public 
hearing serves as a safeguard against arbitrary action; it assures inter- 
ested parties of an opportunity to present their views, consonant with 
the dictates of due process; it provides a basis for evaluating the man- 
ner in which an agency applies the statutory standards under which it 
acts; it tends—especially in the circumstances envisaged by this bill, 
in which three different agencies will simultaneously carry out the 
objectives of the act—to encourage the development of uniformity in 
decisions. Most important, a public hearing provides the only ade- 
quate basis for judicial review—a testimonial record. In these respects, 
a public hearing both protects applicants against discriminatory denial 
of meritorious applications and safeguards the public interest against 
erosion of vital national principles. 

Without provision for hearings, the public is deprived of its only 
practical opportunity for appraising the quality of regulation; inter- 
ested parties may or may not be adequately heard; uniformity of 
regulatory policy is most difficult to achieve, and effective judicial 
supervision of agency action is greatly hampered. Arbitrary deci- 
sions could flourish virtually unchecked. Congress could have no as- 
surance that the standards it promulgates would be administered on 
a uniform basis or in accordance with the congressional intent; unless 
the right toa hearing is provided there— 
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might be as many different views of the [bill’s] standards and scope as there 
were agencies charged with this enforcement. The result could well be dispari- 
ties in view, which, in turn, spell real enforcement inequities. 

Presumably for all these reasons, the Bank Holding Company Act 
of 1956 does provide for public hearings in cases in which a govern- 
mental body expresses disapproval of a proposed acquisition of bank 
shares or assets. The provision for public hearings of the Bank Hold- 
ing Company. Act of 1956 should, I believe, be adapted to and in- 
cluded in S. 1062. As so amended, 8S. 1062 would provide that the 
Federal banking agency with which the application has been filed 
shall notify both of the other Federal banking agencies, and the At- 
torney General, and that if any of these bodies or officials within 30 
days disapproves the application in writing, the agency before which 
the application is pending shall schedule a hearing, at the conclusion 
of which it shall by order grant or deny the application upon the hear- 
ing record. 

lhe banking agencies objections to hearing provision on the ground 
of confidentiality of data, et cetera, are the traditional ones used by 
other administrative agencies in opposing due process requirements 
of hearings and court review. Only 4 years ago the same arguments 
were used in urging against inclusion of hearing provisions with 
respect to mergers under the Bank Holding Company Act. Never- 
theless, in the 4 years since that act was passed none of the expressed 
fears has come to pass. Indeed, the Federal Reserve Board has held 
several hearings under that legislation, including a lengthly proceed- 
ing in connection with the proposal of the First National City Bank 
of New York to form a bank holding company which would in turn 
acquire the stock of First National City and the County Trust Co. 
of Westchester. I participated in those hearings. And yet no prob- 
lem was presented in these hearings as to publication of supposedly 
confidential informtaion. 


NEED FOR ADOPTION OF AN ANTITRUST SAVINGS CLAUSE 


The legislative history of the bill in the Senate makes it clear that 
no provision of the antitrust laws would be superseded by enactment 
of the pending bill. Thus the bill’s sponsor, the distinguished Sena- 
tor Robertson together with the distinguished Senator Javits, a 
member of the Senate Banking Committee, stated specifically on the 
Senate floor that the bill in no way deprives the Attorney General of 
any right he has under the Sherman and Clayton Acts to institute 
suit. In the course of the Senate debate, the distinguished Senator 
Kefauver inquired of Senator Robertson: 

If the bill shall be enacted will section 7 of the Clayton Act still apply to bank 
stock acquisitions ? 

Senator Robertson replied : 

It will. 


In these circumstances, I suggest—solely for the purpose of clari- 
fication—an “antitrust savings” clause identical with that contained 
in section 11 of the Bank Holding Company Act and providing that 
nothing in the bill supersedes any provision of the antitrust laws. 

While such a provision would not add to the bill from a substantive 
standpoint, it would avoid needless controversy and possible litiga- 
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tion involving the contention that the strictures of the Sherman and 
him Acts had been nullified by the provisions of the pending 
ill. 

I have been advised that yesterday the American Bankers Associa- 
tion recommended an amendment whereby any bank merger approved 
by a banking agency under the bill would be exempted from section 
7 of the Clayton Act. This would mean that the banking agency 
would be given the right—without hearing or judicial review—to 
place a merger transaction beyond the pale of this antitrust enact- 
ment. 

It must be stressed that a similar exemption right for mergers has 
been granted no other agency of the Government. On the contrary, 
under the Celler-Kefauver Act amending section 7 of the Clayton Act, 
there is exempted from the section those merger transactions approved 
by the agency only where the regulatory statute provides in fact for 
hearing and judicial review. For without this safeguard, there would 
not be present even minimal protection for the public interest. 

It is sufficient to conclude on this point by observing that the pro- 
ponents of an amendment to extend the exemptive provisions of the 
Celler-Kefauver Act to mergers approved by the banking agency 
have singularly opposed amending the bill to provide for hearing 
and right of judicial review. In this setting, their recommendation 
on this matter should be rejected out of hand. 

There is another consideration. As I have mentioned previously, 
there is pending before our House Judiciary Committee H.R. 4152, 
a bill I introduced in February of 1959, to plug the loophole in section 
7 of the Clayton Act so as to cover bank mergers accomplished by 
asset acquisitions. Similar bills introduced by Senators Sparkman 
and Wiley are pending in the Senate Committee on the Judiciary. 
Bear in mind that passage of these bills would in no way be incon- 
sistent with adoption of S. 1062. To the contrary, passage of H.R. 
4152, coupled with passage of S. 1062 as amended on the basis here 
recommended, would result in a situation whereby an acquisition of 
one bank by another would be placed on a similar statutory footing, 
for purpose of agency approval and Justice Department enforcement, 
as the acquisition of a bank by a bank holding company. Further- 
more, there is every reason in logic for having similar statutory stric- 
tures govern what amount to similar kinds of merger transactions. 

If, despite these considerations, the Banking Committee should 
amend S. 1062 by providing an exemption from section 7 of the Clay- 
ton Antitrust Act, then this committee would be taking action in 
conflict with possible action that might be taken by the Judiciary 
Committee on H. R. 4152. I am confident that the Banking Com- 
mittee will want to avoid such a result. And the one certain way 
that this can be done is adoption of the antitrust savings clause I 
have recommended, to insure maintenance of the status quo so far as 
antitrust applicable is concerned. 

Thank you very much, Mr. Chairman. 
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(The full statement of Hon. Emanuel Celler follows:) 


STATEMENT OF REPRESENTATIVE EMANUEL CELLER, CHAIRMAN OF THE COMMITTEE 
ON THE JupIctARyY, U.S. HOUSE OF REPRESENTATIVES 


INTRODUCTION 


I appreciate the opportunity to present to this distinguished committee my 
views concerning S. 1062 which would provide safeguards against mergers and 
consolidations of banks which might lessen competition or tend to monopoly in 
the field of banking. I would point out that the views I express are based in 
considerable part on extensive studies, hearings, and reports of the House 
Judiciary Antitrust Subcommittee, dealing with the competitive aspects of bank 
mergers. To summarize my position, I recommend favorable consideration of 
S. 1062 provided it is amended in the following respects : 

First, by prohibiting the appropriate Federal bank supervisory agency from 
approving any bank merger or consolidation where, in any section of the country, 
the effect may be substantially to lessen competition or tend to create a monopoly ; 

Second, by adoption of provisions for a hearing on the record similar to those 
incorporated in the Bank Holding Company Act of 1956, in order to safeguard 
against arbitrary or capricious agency action; 

Third, by adoption of a so-called antitrust savings clause for a merger between 
banks similar to that governing a merger between a holding company and a bank 
under section 11 of the Bank Holding Company Act of 1956, thus clarifying con- 
gressional intent that applicable provisions of the antitrust laws pertaining 
to banks are not to be superseded. 

As background for these legislative recommendations, I proposed to discuss 
first the trend of bank merger activity and the resulting concentration in banking 
facilities; second, the present provisions of Federal law dealing with bank 
mergers; and finally, the reasons why the bill with the recommended changes 
is necessary. 

CONCENTRATION OF BANKING FACILITIES 


At the outset I would emphasize that enactment of S. 1062 with the recom- 
mended amendments is the minimum necessary to maintain a sound vigorously 
competitive unit banking system in this country and to arrest a trend which is 
concentrating control of the Nation’s banking business into the hands of fewer 
and larger financial institutions. Illustrating the extent of concentration that 
is taking place, a study made by our Antitrust Subcommittee a few years ago 
showed that while there were approximately 13,500 commercial banks in this 
country, the 100 largest controlled approximately 46 percent of the Nation’s 
total bank assets, and more than 48 percent of the bank deposits. In 10 of the 
Nation’s 16 leading financial centers, 4 banks owned more than 80 percent of 
all commercial assets. Furthermore, in 9 of these financial centers, 2 banks 
owned more than 60 percent of all commercial bank assets. Again in each of 
the 16 leading financial centers, as indicated by the following table,’ the first 
2 banks owned more than 40 percent of all the commercial assets, the first 4 
banks 60 percent.’ 


PERCENTAGE OF TOTAL ASSETS OWNED RY LARGEST RANKS IN PRINCIPAL FINANCIAL CENTERS 








4 largest | 2 largest | Largest 4 largest | 2 largest | Largest 
OW © OFM. .ccccee 60 41.6 22.0 a 84 64.9 32.8 
Providence __...... 98 93.3 57.7 eae 92 63.9 33. 2 
Pittsburgh__......- 87 79. 2 61.0 || Riechmond________- R4 55.9 33. 2 
Minneapolis....__. 87 76. 0 39.7 |} Kansas City___.__- 75 53.7 34.3 
Cleveland... ....... 97 72.3 Ted tb i ROD cecon cuca 68 53.5 28.0 
ie RIPE A. 83 71.6 52.2 || Baltimore__....._.- 77 44.9 24.0 
TIMED ec ckoccudaee MM 66. 9 34.1 Philadelphia_.._._. 69 44.6 24.7 
Se 90 65.9 46,5 || Washington....-_. 60 43.0 26. 3 





























Further indicating the degree of concentration is the following table (Con- 
gressional Record, Mar. 14, 1957, p. 3317) showing as of June 30, 1956, the 


1Interim report of the Antitrust Subcommittee, a, Committee on the Judiciary on 
“Corporate and Bank Mergers,” p. 30 (84th Cong., 1st ses 

2Ibid. See also House Judiciary Rept. 1417 on H. 7 *3948 (bank mergers), p. 8 (84th 
Cong., 1st sess. ).. 








134 REGULATION OF BANK MERGERS 


proportion of assets for each of 54 cities which are classified as central Reserve 
and Reserve cities by first, the largest commercial; and second, the 5 largest 
commercial banks. 


Assets of (1) the largest commercial bank and (2) the five largest commercial 
banks as percentages of the total assets of all commercial banks in central 
Reserve and Reserve cities—1956 








Percentages as of June 30, 1956 





City rae et Aah ee 

Largest bank | 5 largest banks 

ya ee rae aoa : 63. 35 | 99. 33 
Little Rock, Ark Wa EOE A Gi ati 33. 92 99. 38 
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Los Angeles, Calif_ Ly REE ; 7 ; 39.19 | 93. 44 
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Pueblo, Colo Ce a Oe te E Jaa Fee ae 50. 42 | 100. 00 
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Savannah, Ga__ ae eee os ae =a oe Spies te ; ac 69.15 | 97. 33 
Chicago, i ee iain na See : . 25. 78 | 66. 61 
Indianapolis, Ind_______--- rs tes 5 : 41.09 | 96. 54 
Des Moines, Iowa. oT aa 7 ; | 31.17 91. 09 
Cedar Rapids, Iowa__--- ie oh Pe MENTE Hi : : 66. 04 | 100. 00 
Sioux City, Iowa__ On eae F ts : = a ne 25. 63 | 94.05 
Kansas City, Kans__-_-- phd aol a A ARSE AY 24.15 | 69. 37 
Tepe, ees. ........... Wiceaes hag Es 28. 73 | 92. 37 
Ea eee ie . — Poe 47. 60 | 94. 37 
insets. ky. ___.....-_-. Ree PAS bes Aitee ee 30.70 | 88. 93 
ie | ahcmi ‘ het Shee anal 39.93 | 100. 00 
Baltimore, Md___..--.--- AOE Nee ee 4 ‘ ‘ | 23.14 | 86. 53 
| eer er Z | 54. 03 | 90. 20 
at Scien... -..-...-.. 46. 23 | 96. 68 
Minneapolis, Minn_____- : | 38. 31 | 87. 95 
St. Paul, Minn...__. — 2 . . | 55. 65 | 83. 95 
Kansas City, aa . 34. 79 | 78. 80 
St. Louis, Mo.____-.---- =e i e 27.79 | 73. 21 
Helena, Mont. _, eS os Sore ee re ee ae ce eae Om 55. 85 | 100. 00 
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a, ae Se SOA FS : 52. 7% 100. 00 
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a rei : reek, 46,91 | 97. 74 
Columbus, Ohio____.__.. 2 Ec Se all 53. 46 | 97. 26 
Toledo, Ohio____ Lip SES Seay SEP e aaa Sere SRE ee 59. 12 | 97. 61 
Oklahoma City, Okie... : a UEe Sone See ; ray 48. 31 88.19 
eo ic ieigin i cmonenseenense tiie Ae od 42. 27 | 92. 20 
Ty a ee aE PL a 47. 83 99. 78 
i ss oats ewkbicey Gakemeseabbdueecuece 25. 23 79. 66 
EE ee ee : 7 a ae 60. 04 93. 19 
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Source: Office of the Comptroller of the Currency. 


The present degree of concentration is contrary, I think to the fundamental 
premise that the banking system of the United States should rely for its vitality 
on vigorous competition by a multitude of independent banks, locally organized, 
locally financed, and locally managed. Unlike other countries, such as Great 
Britain and France, where a few mammoth institutions control nearly all the 
banking facilities, the American system is based at is, 
strong, growing community banks which provide a wide range of financial serv- 
ices to the people in the area. It is the unit banking system which has played 
a key role in the economic development of this country. And it is this kind of 
system, premised on independent banks effectively competing with each other, 
that must be perpetuated and preserved. For independent banks not only act 
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as a necessary balance wheel to offset the power of big business; they tend to 
provide a much healthier basis for effective community organization than does 
the absentee ownership of giant banking institutions. In fact, the independent 
bank—not the mammoth financial house—provides in many cases the new ideas 
from which widespread innovations originate. 

As this committee aptly observed in reporting out the bank holding bill: * 

“Independent unit banks, by their willingness to bear substantial local risks, 
have accelerated the economic development of the United States * * *. The 
local independent bank is an ideal small-business enterprise. Local people get 
together, they invest their own capital, they select their own management, and 
solicit the deposits of the community in which they are located. They then take 
those deposits and put them out to work for the benefit of the people living in 
that community. This is the only country left where most communities are 
served by home-owned and home-managed banks which are aware of and respon- 
sive to the needs of the people of their areas. Our independent banking system 
has been a vital factor in the development of the United States. Like yeast 
cells in a loaf of bread, each working in its immediate area, our banks scattered 
throughout the country have cooperated to produce the greatest and most general 
economic development the world has known. 

“Other countries must depend on three, four, or five banks having up to 
thousands of branches. Policies and important credit decisions are made hun- 
dreds or thousands of miles from many of the branches. The interest of an 
enterprising local customer may run counter to that of a large main-office ac- 
count, in which the former might suffer. This inevitably tends toward concen- 
tration in all lines, cartels, the stifling of new enterprises, and stagnation— 
what has been termed the ‘mature economy.’ ” 

I am constrained to conclude that unless additional legislative precautions 
are taken of the kind here recommended to preserve the competition that still 
exists there is the very real possibility that banking credit will be dominated 
to an ever-increasing extent by a small, tightly knit group. 


BANK MERGER ACTIVITY 


Largely responsible, in my judgment, for the concentration that now char- 
acterizes the banking system has been a rapidly accelerating trend toward bank 
mergers which has been a major development in banking over the past 8 years. 
As shown by the following table, in the period 1950 through 1959, 1498 of the Na- 
tion’s commercial banks have disappeared by way of mergers and consolidations : 


Decreases in number of commercial banks because of consolidations and 


absorptions 

Number Number 
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Source: Federal Reserve Board. 


® House Banking and Currency Committee, Rept. 609 on Bank Holding Company Act 
of 1955 (84th Cong., 1st sess., pp. 5-6). 
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Of these mergers and consolidations, 802 or over one-half involved national 
bank transactions approved by the Comptroller of the Currency. Total resources 
of the banks absorbed in these national bank mergers amounted to over $12 
billion. 

Another matter that I know is of interest to this committee is the gradual 
decline in the total number of banks in the Nation. During the last 38 years 
the banking population of the Nation has been reduced by more than half; in 
1921 there were more than 30,000 banks serving the Nation’s creditors and 
depositors as compared to about 13,500 at the present time. True, a large share 
of the Nation’s losses occurred prior to 1933 because of the depression when 
approximately 9,000 banks were forced to suspend operations during the 4-year 
period between 1930 and the end of 1933. However, as Chairman Martin of the 
Federal Reserve Board testified “since 1983 the merger movement has been the 
major factor in the gradual decline in the total number of banks.” ‘ 

The fact is that the banking population of our country is at a 38-year low 
despite the postwar boom, despite the 286 percent growth in bank assets, despite 
the new high level of loans and deposits, despite the greatly increased use made 
of banking services, and despite the enormous growth in the number of 
depositors. 

The continued downtrend in the number of the Nation’s banks is even more 
striking when examined on a regional basis. In New York State, for example, 
where New York City is widely recognized as the financial capital of the world, 
there were 611 State-chartered banks in 1926. The State’s banking structure 
weathered the depression with the loss of less than 100 banks between 1929 and 
1933, and by 1935 New York State had 471 chartered banks in operation. Yet the 
number of banks kept decreasing until there are now less than 380, a loss almost 
as severe as that suffered in the depression years. 

Let me make it clear that I would not quarrel with the reduction in the 
number of independent banks, if thereby only weak banks were eliminated. 
The fact is, however, that the banks that have been absorbed in merger activity 
during the past number of years have not been for the most part the financially 
weak. Nor have they been, in the main, the specialized, the poorly organized, 
or the inefficiently managed. On the contrary, most of the banks that have 
been absorbed have been growing, efficient, profitable, vigorously competitive 
banks taken over at peak earning capacity. In short, the merger pattern is 
not predominantly a situation where two or more small, inadequately financed 
or managed banks, falling behind in the competitive race, seek by merging to 
form a big integrated institution, able to compete on equal terms. Indeed, a 
large percentage of mergers involved one or more giant banks having assets 
of $100 million or more. And a large percentage of the absorbed banks had 
assets in excess of over $50 million.® Furthermore, many of these mergers have 
been primarily the outgrowth of a deliberate effort on the part of certain banks 
to expand their banking facilities, add to their capital and depositors, and, in 
general, increase their overall financial strength in the economy. 

Take New York City, for instance, where since 1955 there has occurred the 
largest mergers in the history of the country in terms of total deposits. In 
March 1955, the Chase National Bank with total assets of $5,669 million merged 
with the Bank of Manhattan Co. with assets of $1,629 million and the Bronx 
County Trust Co. with assets of $76 million. This merger provided the new 
entity, the Chase Manhattan Bank, with total assets of $7,374 million or 21.7 
percent of the total assets of all banks in New York City and jumped it to first 
place in New York City and second place in the Nation. 

Also in March 1955 the National City Bank of New York, previously the second 
largest bank in the United States with assets of $5,767 million took over the 
First National Bank of New York which had total assets of $713 million. The 
new combination, the First National City Bank, then ranked second in the area 
with assets of $6,480 million or 19.1 percent of the total. 

Less than a month later the Bankers Trust Co. with assets of $2,207 million 
acquired the Public National Bank & Trust Co. of New York which controlled 
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* Hearings before Antitrust Subcommittee, ane Committee on the Judiciary on Current 
Antitrust Problems, p. 2177 (84th Cong., 1st sess 

5 For a list showing the resources of each bank shaorbed in a merger transaction approved 
by the Comptroller of the Currency in the period 1950—56, see hearings before Antitrust 
Subcommittee, House Committee on the Judiciary on H.R. 264 and H.R. 2143 (Premerger 
notification, pp. 146-171 (85th Congs., 1st sess.)). See also hearings before House Bank- 
ing and Currency Committee on 8. 1451 and H. R, 7026 (Proposed Financial Institutions 
Act of 1957, pp. 581-614 ( 85th Cong., 1st sess.) ). 
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assets comprising some $562 million. This was only the last of a series of 
acquisitions by Bankers Trust Co. which has been taking over other banks at 
a rapid rate for the last several years. Thus, since 1950 Bankers Trust has 
absorbed such substantial banking institutions as the Title Guarantee & Trust 
Co., Lawyers Trust Co., Flushing National Bank, the Commercial National 
Bank & Trust Co., and the Bayside National Bank. 

In December 1954 the Chemical Bank & Trust Co., with assets of $2,081 
million, combined with the Corn Exchange Bank & Trust Co., which had assets 
of $821 million, to form the Chemical Corn Exchange Bank which now has total 
assets of $2,902 million. Then 5 years later, the new entity, the Chemical Corn 
Exchange Bank, the city’s fourth largest bank with total resources which had 
jumped to $3.4 billion, merged with the New York Trust Co., the city’s ninth 
largest bank with total resources of $910 million. This followed on the heels of 
a merger between the Guaranty Trust Co. of New York, the 9th largest bank 
in the Nation with J. P. Morgan, the 22d largest. 

Approval of these mergers has done more than accelerate the trend toward 
banking concentration in New York. It has cast grave doubt upon the ability 
of the State superintendent of banks to exercise the duties of his office im- 
partially and objectively in the public interest. 

What is more, largely because of this merger activity, New York City now 
has only 54 commercial banks, whereas at the opening of the century it had 
127. Further, the city’s four largest banks control over 73 percent of all deposits, 
whereas in 1900 the four largest had only 21 percent of the total deposits. 

It must be emphasized that the New York situation is by no means a local 
phenomenon. Other leading financial centers have likewise experienced a simi- 
lar rash of bank-merger activity. In Philadelphia, Pa., for example, the Penn- 
sylvania Co. for Trusts & Banking, the second largest bank in the area with 
total assets of $805 million, merged several years ago with the First National 
Bank which was fifth in size with total assets of $218 million. The consolidated 
bank had total assets of about $1,023 million, making it the largest banking 
institution in the area with control of 25.3 percent of total banking assets. 
Prior to that in 1953 the Tradesman’s National Bank & Trust Co., with total 
assets of $139 million, merged with the Land Title Bank & Trust Co., which 
had assets of $96 million. Also in 1953 the Girard Trust Corn Exchange Bank, 
with assets of $579 million, acquired the National Bank of Germantown, with 
assets of $39 million. The Girard Trust Corn Exchange Bank itself resulted 
from a merger in 1951 between the Girard Trust Co., one of the 100 largest banks 
in the United States, and the Corn Exchange National Bank & Trust Co., another 
leading bank. 

In Pittsburgh, Pa., the Mellon National Bank & Trust Co. has risen after a 
long series of mergers to a point where several years ago it had assets of 
$1,861 million representing 61 percent of the total assets in that area. Between 
January 1950 and the end of 1954, Mellon National had absorbed at least 13 
other banks, many of them small, independent banks which had previously served 
depositors and borrowers in the suburban communities in the Pittsburgh area. 
In 1948, eight banks had been merged or consolidated by Mellon National and 
in 1947 it had absorbed two large banks in Pittsburgh and seven banks in the 
adjacent suburbs. 

In Providence, R.I., the Industrial Trust Co., with assets of $312 million, 
merged in 1954 with the Providence Union National Bank, with assets of $168 
million, which gave the resultant Providence Industrial National Bank control 
of some 57.7 percent of all banking assets in that city. 

In California the First Western Bank & Trust Co., of San Francisco, a sub- 
sidiary of Transamerica Corp., absorbed 14 other California banks in 1954 and 
increased its assets in the process from $333 million to $798 million. 

Many other cities have also experienced analagous bank-merger activity in 
recent years, for example, Boston; Cleveland; Dallas; Kansas City, Mo.; Cin- 
cinnati; Baltimore; Washington, D.C.; Houston; Indianapolis; Hartford; Port- 
land, Oreg. ; and Wilmington, Del. 

As a result of the depletion in the ranks of the country’s banks through 
mergers, competition among banks has been lessened in communities throughout 
the Nation. Furthermore, over 76 counties in the United States have no com- 
mercial banking facilities whatsoever, while more than half the counties in the 


*See interim report of the Antitrust Subcommittee, House Committee on the Judiciary 
on Corporate and Bank Mergers, pp. 28-30 (84th Cong., 1st sess.). 
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United States have only three or fewer banks serving the needs of the com- 
munity. Hundreds of small, rural American communities have become bankless 
towns and many others are served by only one bank in place of the two or 
three which existed in the 1920’s. 

The conclusion is inescapable, as the Federal Reserve Board testified before 
our Antitrust Subcommittee, that the bank merger trend is a matter of deep 
concern. This is particularly true since competition is one of the strongest 
factors safeguarding a sound banking system. To quote from the testimony of 
the Chairman of the Reserve Board in June 1955: ? 

“The CHAIRMAN. And would you say, as a very distinguished and very efficient 
head of the Federal Reserve Board that this merger movement is a matter of 
deep concern to you and your colleagues on the Board? 

“Mr. MARTIN. It is, indeed, Mr. Chairman. As we note in a later paragraph, it 
is a matter that we have given a great deal of thought to.” 

Mr. Martin added: 

“T would like to reiterate, Mr. Chairman, that this is a trend which has given 
us very serious concern * * *,’’® 

In March 1957, Mr. Martin of the Reserve Board again emphasized that the 
bank merger trend was a matter that gave the Board very serious concern.’ 

To like effect, the Senate Banking and Currency Committee in reporting out 
the pending bill commented that the “large numbers of mergers in recent years, 
the vast resources involved in these mergers, and the increases in the size of the 
largest banks, particularly those which have grown through mergers, all give rise 
to concern for the maintenance of vigorous competition in the banking system 
and in the industry and commerce served by the banking system. The reduction 
in the number of banks and the loss of competition between merged banks also 
give rise to concern.” * 
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PRESENT PROVISIONS OF FEDERAL LAW DEALING WITH BANK MERGERS ARE INADEQUATE 


Under the National Banking Act, approval of the Comptroller of the Currency 
is required for any merger between national banks, or between a national bank 
and a State bank, where the resultant institution is a national bank.“ In addi- 
tion, the Federal Deposit Insurance Act” requires that approval of certain 
mergers must be obtained from the Federal Deposit Insurance Corporation, the 
Comptroller of the Currency, or the Federal Reserve Board, as the case may be, 
but only where the capital stock or surplus of the resulting bank will be less than 
the aggregate stock of the two institutions combined. Also, approval of the 
Federal Deposit Insurance Corporation is required for mergers between insured 
and noninsured banks.“ None of these Federal banking statute applicable to 
mergers, deals substantively with competition in the field of banking, and in no 
case is the competitive impact of the merger a necessary element to be considered 
by Federal banking officials in deciding whether or not to grant approval. 

Bank mergers are also circumscribed by the provisions of the Sherman Act 
of 1890 which prohibits combinations in restraint of trade, attempts to monop- 
olize, or monopolization of trade or commerce. LIllegality is established by proof 
that the merger has actually resulted in an unreasonable lessening of competi- 
tion; it is immaterial whether the merger was accomplished by stock or asset 
acquisitions. 

Section 7 of the Clayton Act of 1914, on the other hand, deals specifically with 
corporate and bank mergers and bans those achieved by stock purchases where 
there is a reasonable probability of a substantial lessening of competition or 
a tendency to monopoly. Responsibility for enforcing the section insofar as 
banks are concerned is vested concurrently in the Attorney General and the 
Federal Reserve Board. 





7 Hearings before Antitrust Subcommittee, House Committee on the Judiciary on Current 
Antitrust Problems, p. 2159 (84th Cong., 1st sess.). 

SId., p. 2165. 

° actions before Antitrust Subcommitttee, House Committee on the Judiciary on H.R. 
264 and H.R. 2143 (premerger notification), p. 229 (85th Cong., 1st sess.). For a con- 
trary view that the merger trend is not a matter of serious concern, see testimony of 
Comptroller of the Currency before House Antitrust Subcommittee in March 1957. Id., 
». 182. 
10S, Rept. No. 196 (86th Cong., 1st sess.), p. 8. 

1140 Stat. 1043, Public Law 240, 65th Cong., 2d sess. (1918), 12 U.S.C. sec. 33; 44 
Stat, 1224, Public Law 639, 69th Cong., 2d sess. (1927), 12 U.S.C. see. 34a. Approval of 
the Comptroller of the Currency is not required where a national bank leaves the national 
system by consolidation or merger with a State bank. 

1264 Stat. 873, Public Law 797, 81st Cong., 2d sess. (1950), 12 U.S.C, see, 1828(c). 

18 64 Stat. 873, Public Law 797, Sist Cong., 2d sess. (1950), 12 U.S.C. see. 1828(e). 
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Section 7 was designed to stop mergers beyond the reach of the Sherman 
Act but its failure to include mergers accomplished by asset acquisitions re- 
sulted in a loophole which so far as nonbanking corporations are concerned was 
closed by passage of the Celler-Kefauver Act of 1950, amending the section 
to cover mergers regardless of how accomplished. However, because of re- 
visions made in subsequent versions of various antimerger bills, it became im- 
practicable to include within the scope of the Celler-Kefauver Act corporations 
other than those subject to the jurisdiction of the Federal Trade Commission. 
This left asset acquistions by banks unaffected by the new law since authority 
to enforce the provisions of section 7 dealing with banks is vested in the Fed- 
eral Reserve Board and not in the Federal Trade Commission. 

Beyond this, many bank mergers are accomplished by asset acquisitions due 
in part to provisions of Federal law prohibiting member banks of the Federal 
Reserve System, with a few exceptions, from purchasing corporate stocks. Vari- 
ous State statutes prescribe similar limitations. For these reasons, section 7 of 
the Clayton Act is not too valuable in coping with the mounting trend of bank 
merger activities.” 

To close this loophole in section 7 and provide Federal enforcement agencies 
with the same authority to move against bank mergers accomplished by asset 
acquisitions, I introduced H.R. 5948 in the 84th Congress. This bill was adopted 
by the House without dissent on February 6, 1956, but was not brought up on 
the Senate floor for vote.” I might add that the measure was in accordance 
with the President’s recommendations submitted to the Congress in 1956 and 
repeated in 1957, 1958, 1959, and 1960, calling for revision of antitrust legislation 
to cover bank mergers accomplished by asset acquisitions.” 

One month after House passage of H.R. 5948, the Acting Secretary of the 
Treasury transmitted to the Senate and House proposed legislation to amend 
the banking statutes (specifically sec. 18(c) of the Federal Deposit Insurance 
Corporation Act) so as to give Federal banking agencies sole jurisdiction to 
approve or disapprove bank mergers. This Treasury Department recommenda- 
tion was designed, I believe, to head off Senate passage of H.R. 5948. Moreover, 
it was contrary to the President’s recommendation seeking revision via antitrust 
legislation to cover bank mergers accomplished by asset acquisitions as envisaged 
by H.R. 5948. In any event, a Senate bill embodying the Treasury proposal was 
adopted by the Senate in the 84th Congress and again in the 85th Congress as 
section 23, chapter 5, title III of the proposed Financial Institutions Act of 1957. 
S. 1062, the subject of the present hearings is with two exceptions similar to 
these earlier proposals. These exceptions are the provisions making mandatory 
consultation with the Attorney General and requiring semiannual reports to 
Congress on merger transactions which are approved by the banking agencies. 
In my judgment these amendments improve the bill considerably. 

Let me make it clear that despite the foregoing considerations, amendment of 
the banking laws in this area would not be inconsistent with amendment of the 
antitrust laws to cover bank mergers accomplished by asset acquisitions provided 
that amendments as here recommended are made in S. 1062. These recom- 
mended amendments are set forth in the appendix to this statement. Indeed, 
to assure against the Judiciary and the Banking Committees working at cross 
purposes with each other in, respect to this problem, the Antitrust Subcommittee 
of the House Judiciary Committee has deferred consideration of H.R. 4152, a 
bill I introduced in February 1959, which would plug the banking loophole in 
section 7 of the Clayton Act.” 


4 Since section 7 was adopted in 1914, two proceedings have been instituted there- 
under—a case brought by the Federal Reserve Board against the so-called Giannini group 
controlling Transamerica; and a complaint filed by the Department of Justice in Mare 
1959 under this section and also under section 1 of the Sherman Act challenging the 
— of the acquisition by Firstamerica Corp. of the stock of California Bank of Los 

ngeles 

% During the 84th Congress, I sponsored a subsequent bill dealing with premerger noti- 
fication (H.R. 9424) which incorporated the provisions of H.R. 5948. H.R. 9424 was 
passed by the House without dissent on April 16, 1956, and was reported favorably by the 
Senate Judiciary Committee on July 27, 1956, too late for final Senate action. 

% See Economic Report of President, Jan. 23, 1956, pp. 78—9; Economic Report of Presi- 
dent, Jan. 23, 1957, P 51; Economie Report of President, Jan. 20, 1958, p. 64; Economic 
Report of President, Jan, 20, 1959, p. 53; Economic Report of President, Jan. 20, 1960, 
p. 56. 

17 Two other bills have been introduced in the Senate in the present Congress, also for 
the purpose of closing the sec. 7 loophole. These are S. 724, introduced by Senator 
Sparkman, and S. 1004, introduced by Senator Wiley. Both are pending in the Senate 
Committee on the Judiciary. 
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SUMMARY OF 8. 1062 


It is against this background that I turn to S. 1062. That bill would, first, 
expand provisions of existing law so as to require prior approval by the appro- 
priate Federal bank supervisory agency for every merger or consolidation in- 
volving insured banks. Second, in granting or withholding consent, the Comp- 
troller of the Currency, the Federal Reserve Board, or the Federal Deposit 
Insurance Corporation, as the case may be, would be required to consider not 
only the usual banking factors, but also to “take into consideration whether the 
effect (of the proposed transaction) may be to lessen competition unduly or to 
tend unduly to create a monopoly.” Further, the appropriate supervisory 
agency would be required to consult the other two Federal banking agencies on 
the question of competition. Under an amendment to the bill adopted by the 
Senate Banking Committee the appropriate bank supervisory agency would be 
required to request a report from the Attorney General on the competitive fac- 
tors involved in the merger, which report, with specified exceptions, would have 
to be submitted by the Attorney General within 30 days. A final amendment 
adopted on the Senate floor requires the appropriate agency to submit a semi- 
annual report to Congress with respect to each merger approved by it setting 
forth a summary of the agency’s justification for approval, a summary of the 
Attorney General’s report, and other enumerated information. 


UNDER THE PENDING BILL COMPETITIVE CONSIDERATIONS ARE VIRTUALLY IGNORED ; FOR 
THIS REASON AN AMENDMENT ADOPTING THE “SUBSTANTIALLY” TEST IS NECESSARY 


Under the bill, competitive considerations would be only one of the various 
factors that would have to be taken into account by the appropriate Federal 
banking agency in scrutinizing a proposed bank merger. Beyond this, an entirely 
novel test is proposed, namely, whether the acquisition “may lessen competition 
unduly or tend unduly to create a monopoly.” Indisputably this proposed stand- 
ard is far weaker than that of section 7 of the Clayton Act which applies to other 
businesses and prohibits any merger where the effect of the acquisition may be 
substantially to lessen competition, or to tend to create a monopoly. Moreover, 
in the 69 years since passage of the Sherman Antitrust Act no suggestion has 
been made that its provisions designed to prevent clogs on competition did not 
apply equally to banking and nonbanking corporations. Nor are the character- 
istics of the banking industry so unique as to justify such departure. As the 
Comptroller of the Currency has testified, “It is no less important to have compe- 
tition in banking, when this can be done soundly, as it is in other fields of com- 
merce and industry.” In these circumstances, I must view with the utmost 
gravity a proposed standard that would provide for the banking industry a 
preferred and favored position. 

It will be recalled that the term “substantially lessen competition” has been 
imbedded in Federal jurisprudence for 45 years in the course of which it has 
received judicial content via numerous court interpretations. If we discard 
this standard for the vague” and novel standard of “unduly,” we would find 
ourselves in a sea of trouble. It took years and years to determine through court 
interpretations what the term “substantially to lessen competition” means. 
Should S. 1062 be adopted in its present form, not only would the courts have 
to start all over again in interpreting a vague and untested term; there would be 
created—and without justification—a dual standard, one for banks, another for 
nonbanking corporations. The force of these considerations was noted by the 
chairman of the Federal Reserve Board. He testified: 

“We recognize * * * that you have a legal groundwork for substantially 
lessening competition already in the framework of the law and that it may not 


be possible to use ‘unduly lessening competition’.” ” 


18 Hearings before Antitrust Subcommittee, House Committee on the Judiciary, on H.R. 
5948 (Bank Mergers), p. 71 (84th Cong., 1st sess.). 

1 The following illustrates the vagueness of the proposed standard: The Comptroller of 
the Currency was requested to supply the Antitrust Subcommittee with a list of the types 
of bank merger situations his office would approve under a test based on a statutory pro- 
vision requiring that consideration be given to whether the effect thereof may be “to lessen 
competition unduly or to tend unduly to create a monopoly” but would not approve under 
a test based on a provision reading ‘‘substantially to lessen competition or to tend to 
create a monopoly.” In reply the Comptroller advised the subcommittee that, after having 
studied the matter carefully. “it was not feasible to supply such a list in the form sug- 
gested.” Hearings before the Antitrust Subcommittee, House Committee on the Judiciary, 
on H.R. 264 and H.R. 2143 (Premerger Notification), p. 194 (85th Cong., 1st sess.). 

2% Hearings before Antitrust Subcommittee, Senate Committee on the Judiciary, on S. 
3341 et al. (Premerger Notification), p. 52 (84th Cong., 2d sess.). 
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Indeed the present Comptroller of the Currency testified before our Antitrust 
Subcommittee as follows: 

“We have no objection to the principle that the acquisition of one bank by 
another through purchase, merger, or consolidation should not be permitted if 
the effect of the acquisition may be substantially to lessen competition. It is no 
less important to have competition in banking, when this can be done soundly, 
as it is in other fields of commerce and industry.” (Emphasis supplied.) 

Beyond that, it must be recognized that if the Congress should adopt the stand- 
ard here proposed and proscribe only bank mergers which tend unduly to mo- 
nopoly, then the Congress, in effect, would be placing its imprimatur of approval 
on mergers which tend to monopoly. Stated otherwise, adoption of the “unduly” 
standard would mean that it is the policy of Congress that a bank merger which 
tends to monopoly is in the public interest; that only if it tends unduly to 
monopoly should it be banned. Apt in this connection is the comment of Judge 
Barnes, former head of the Antitrust Division: “I think that when we talk about 
‘tendency unduly to create a monopoly’ it seems akin to speaking of a man that 
is not ‘unduly dishonest.’ I think that we have to pause a little bit to consider 
if that is exactly what we mean.” ” 

Pertinent in this regard also is testimony by the Comptroller of the Currency 
before our subcommittee : 

“The CHAIRMAN. Mr. Comptroller, as I get it, you would proscribe a merger 
which tends unduly to monopoly. 

“Mr. GIpDNEY. Yes. 

“The CHAIRMAN. Is that right? 

“Mr. GIDNEY. Yes. 

“The CHAIRMAN. Then, the converse, it strikes me, would be true: that in your 
judgment, then, a bank merger that tends to monopoly only, is in the public 
interest. 

“Mr. GIDNEY. I don’t 

“Mr. KEATING. Watch out. 

“Mr. Gipney. I hear something I don’t understand too well. 

“The CHAIRMAN. I want you to watch out and listen very carefully. You 
would proscribe or prevent a merger that tends unduly to monopoly—— - 

“Mr. GIpNneEy. Yes. 

“The CHAIRMAN. Then it strikes me if that is sound, then the converse must 
be true; that in your judgment a bank merger that only tends to monoply is in 
the public interest? 

“Mr. GipNrey. Well, we merely have to find it is not contrary to the public 
interest, don’t we? 

“The CHAIRMAN. Yes, you have got to find it; but when you say it is ‘unduly,’ 
then it is against the public interest 
“Mr. GipNry. Yes, that is right. 

“The CHAIRMAN. If it is not ‘unduly,’ then it is in the public interest and you 
let it go on. 

“Mr. GipNEy. Well, do we have a neutral position somewhere there? Are 
We—— 

“The CHAIRMAN. At least you do not take any action there. 

“Mr. Gipnrey. That is right. We have a certain amount of free enterprise, 
even in the banking system, and if it is not against the public interest, why 
should we—— 

“The CHAIRMAN. In other words, you figure that in the interests of free enter- 
prise, you would allow the thing to go along, even if it tends to monopoly so 
long as it does not ‘unduly’ 

“Mr. Gipney. I won’t accept that, because my difficulty is this ‘tends’ business. 

“The CHAIRMAN. Is that not what you really say? You say you only prevent 
it when it ‘unduly’ tends to monopoly. 

“Mr. GipNry. That is to give us 

“The CHAIRMAN. Therefore, if it does not ‘unduly’ tend to a monopoly, then 
in the interests of free enterprise you let it go on without taking action, even if it 
only tends to a monopoly and does not tend unduly to a monopoly. 

“Mr. GIpNEY. Well, things are a matter of degree. I think we want the word 
‘unduly’ in there so that this ‘tends’ word is something that we can live with 
and understand. In other words, we can have—— 














“1 Hearings before Antitrust Subcommittee, House Committee on the Judiciary, on H.R. 
5948 (Bank Mergers), p. 71 (84th Cong., 1st sess.). 

22 Hearings before Antitrust Subcommittee, Senate Judiciary Committee, on S. 3342 
(Premerger Notification), p. 157 (84th Cong., 2d sess.). 
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“The CHAIRMAN. Then your answer is ‘Yes,’ is that it? 

“Mr. GipNneEy. I don’t think I want to say ‘Yes’ on that, sir. I don’t under- 
stand it well enough.” * 

In these circumstances, I am constrained to agree with the Attorney General 
who testified on a previous bill identical with S. 1062 as introduced : 

“First, the proposed banking legislation prescribed for bank mergers would 
weaken section 7 standards. The factor of competition would be only one of 
numerous considerations to be taken into account by a banking agency in scan- 
ning a merger. Beyond that, the competitive considerations of section 23 speci- 
fied, whether the acquisition may ‘lessen competition wnduly or tend unduly to 
create a monopoly’ are completely novel and are intended simply to be less 
stringent than those specified by the Clayton Act, section 7 for other American 
business. As the result, not only does that proposal prescribe pale antitrust 
standards, but even that lesser standard is only one of many factors banking 
agencies must consider. All told, then, that proposal does little more than give 
‘lip service’ to insure competitive enterprise in banking. Banking agencies 
themselves recognize inherent difficulties in construing this jerry-built standard. 
While relevant language of the Clayton Act, section 7, has been on the books 
for almost a half century, proposed section 23’s ‘unduly’ phrasing is completely 
novel.” (Emphasis supplied. )* 

The short of the matter is that as former Assistant Attorney General Barnes 
testified the “proposal does little, if anything, to insure competitive enterprise in 
banking. Any pretense that it does seems * * * hardly more than sham.” * 

The contention has been made that a test of “undue lessening of competition” 
would provide greater flexibility by permitting the approval of mergers and 
consolidations which for particular reasons would not be contrary to the public 
interest. 

For one thing, it has been contended that the “substantially” test might pre- 
elude a bank merger even though there is a reasonable probability of the ulti- 
mate failure of the acquired bank or where, because of inadequate management, 
the acquired bank’s prospects for survival seem dim. What is overlooked is that 
there are numerous transactions which are not contrary to the policy of the 
antitrust laws even through they may lessen competition. In the /nternational 
Shoe Company case (280 U.S. 291), the Supreme Court held that where the 
concern acquired is: “a corporation with resources so depleted and the prospect 
of rehabilitation so remote that it faced the grave probability of business fail- 
ure * * * the purchase of its capital stock by a competitor (there being no other 
prospective purchaser), not with a purpose to lessen competition, but to facili- 
tate the accumulated business of the purchaser and with the effect of mitigating 
seriously injurious consequences otherwise probable * * * does not substantially 
lessen competition or restrain commerce within the intent of the Clayton Act.” 
On the same principle, the acquisition by a bank of the assets of another bank 
would not be precluded under the “substantially” test where otherwise there 
would be a reasonable probability of the ultimate failure of the acquired bank 
or where, because of inadequate management, the acquired bank’s prospects 
for survival seem dim. 

In addition to the acquisition of a bank which otherwise would be faced with 
a possibility of failure, there are other circumstances in which, from a banking 
standpoint, the acquisition of a bank by another bank would be in the public 
interest and not be barred under the “substantially” test. The “substantially” 
test would not. preclude a bank merger where because of inadequate or incom- 
petent management the acquired bank’s future prospects are unfavorable and 
ean be corrected only by a merger or consolidation with the acquiring bank; 
where the acquired bank is a problem bank with inadequate capital or unsound 
assets and its acquisition by another bank would be the only practical means 
of dealing with the problem; or where several banks in a small town are com- 
pelled by an overbanked situation to resort to unsound competitive practices 





*% Hearings before Antitrust Subcommittee, House Committee on the Judiciary on H.R. 
264 and H.R. 2143 (premerger notification), p. 73 (85th Cong., 1st sess.). 

4 Hearings before Antitrust Subcommittee, House Committee on the Judiciary on H.R. 
264 and H.R. 2143, p. 73 (84th Cong., 1st sess.). To similar effect, see testimony of 
Assistant Attorney General Hansen, hearings before House Bank and Currency Commit- 
tee on 8. 1451 and H.R. 7026 (Proposed Financial Institutions Act of 1957), p. 1031, 
(85th Con’.. Ist sess.) ; testimonv of Assistant Attorney General Barnes, hearings before 
Antitrust Subcommittee, Senate Judiciary Committee on S. 3341, et al. (premerger noti- 
fication), p. 156 (84th Cong., 2d sess.). 

* Hearings before Antitrust Subeommittee. Senate Committee on the Judiciary on S. 3341, 
et al. (premerger notification), p. 157 (84th Cong., 2d sess.). 
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which may eventually have an adverse effect upon the eondition of such banks 
and the merger of the two or more banks would, therefore, be in the public 
interest. F 

So that there can be no doubt of this,.the amendment I propose would specifi- 

‘ally permit approval of any banking merger falling within any of the four 

categories cited above. In short, the amendment assures the banking agencies 

flexibility to approve mergers which are in the public interest. Furthermore, 
by writing these exceptions into the bill itself, the amendment meets eac h and 
every reasonable objection the banking agencies might have to use of the “sub- 
stantially” test. Continued objection by the banking agencies can only mean 
that they do not in reality desire to be guided by objective and readily identi- 
tiable congressional standards but on the contrary, desire unfettered discretion. 
To yield on this basic principle would mean that Congress had abdicated basic 
and primary responsibility for establishing standards controlling on administra- 
tive agencies. 

Also, it has been contended that under section 5 of the Interstate Commerce 
Act. a merger of carriers may be approved by the Interstate Commerce Commis- 
sion if it “will not unduly restrain competition.” From this it is argued that 
use of the word “unduly” would likewise be appropriate for mergers of banking 
institutions. I think it clear that a more inept or inopportune analogy would 
be difficult to find. In the first place, under applicable congressional policy, rail- 
roads have a quasi-monopolistic public utility status. For that reason, to safe 
guard the public interest the rates which carries charge are subject to compre- 
hensive and penetrating regulation by the Commission. In sharp contrast, com- 
petition in banking is the primary safeguard to protect the public interest. In 
banking there is no provision of law to limit a bank’s interest rates. AS was 
stated on the Senate floor : 

“Banks are free to compete among themselves. Their interest rates vary from 
bank to bank. Because they have that freedom * * * the analogy of saying that 
a bank is a utility * * * falls to the floor.” * 

In the second place, under the Interstate Commerce Act the effect on compe- 
tition between the carriers must be given controlling weight in determining 
whether or not merger approval is to be granted. Yet, in banking where com- 
petition is admittedly of far greater importance, competition under the pending 
bill would be only one of the factors that would have to be taken into account. 

Then too, it is significant that under the merger sections of the Interstate 
Commerce Act elaborate provisions are made for hearings, together with the 
right of the Attorney General to intervene as a party in the proceeding. Provi- 
sion is also made for judicial review of a final Commission merger order. Such 
hearing provisions are conspicuous by their absence from the pending bill. 

The conclusion is readily apparent that what proponents of the bill really want 
is the best of all possible worlds for bank merger activity—less reliance on 
competition than under the Interstate Commerce Act, without any of that act’s 
safeguards for hearings and right of judicial review. 

Finally, proponents of this bill have failed to cite any precedent whatever for 
the second part of the test proposed in the pending bill, i.e., “tend unduly to 
create a monopoly.” They have failed to cite a precedent for none exists. And 
none exists because Congress has been unwilling thus far to adopt a policy 
that a merger which tends to create a monopoly is in the public interest; that 
only where it tends unduly to create a monopoly, must it be proscribed. The 
short of the matter is that without the “substantially” amendment and the 
specified exceptions therefrom, the bill could well become a license for, rather 
than a deterrent to, bank mergers detrimental to competition. 

There is yet another consideration, namely, that the test proposed by the 
pending bill would weaken the competitive standards which the Comptroller 
of the Currency has professed to follow with respect to bank mergers. As previ- 
ously indicated, approval of the Comptroller of the Currency is required in all 
cases of mergers between national banks, or between a national bank and a State 
bank where the resultant institution is to be operated under a national charter. 
I point out that the Comptroller of the Currency has stated on numerous 
occasions that before granting merger approval, he will determine whether its 
effect in any section of the country may be substantially to lessen competition 
or tend to create a monopoly; that he will determine, in short, whether the 
transaction is violative of the policy of the Celler-Kefauver Act. Moreover, the 


2% Congressional Record, May 15, 1959, p. 7301. 








144 


Comptroller has stressed that he would not approve any bank merger or con- 
solidation which he thinks would be a violation of the principles of this act. 
Thus, in a letter to me dated March 14, 1955, the Comptroller of the Currency 
stated in part: 

“In determining whether the approval of this Office will be given to any merger 
or consolidation, the Comptroller considers among other things, how the pro- 
posed merger will affect the particular banks involved, the soundness of the 
national banking system, and the convenience and needs of the community con- 
cerned. There may be a technical question as to the specific application of 
section 7 of the Clayton Act to these mergers. However, it has been the prac- 
tice of the Comptroller before giving his approval to determine whether the effect 
of the merger, ‘in any section of the country * * * may be substantially to 
lessen competition, or to tend to create a monopoly.’” [Emphasis supplied.] ” 

Again in March 1957, the Comptroller testified as follows: 

“Mr. MALeEtTz. Is it your practice * * * not to approve any bank merger where 
the effect may be substantially to lessen competition or tend to create a 
monopoly ? 

“Mr. GIpNEY. I say, that has been our practice. We have not approved any- 
where it could be. 

“Mr. Maerz. That is your practice? 

“Mr. GIpNEY. We have not approved where it could be shown. 

The fact is, however, that from 1950 through 1958, the Office of the Comp- 
troller approved 731 bank mergers and consolidations involving in respect to 
banks absorbed total resources of approximately $11 billion.” During the period 
from 1950 to May 1955, that Office did not disapprove a single merger application 
on the basis of competitive considerations. The report of our Subcommittee on 
Corporate and Bank Mergers issued in December 1955, made the following com- 
ment in this connection : 

“Comptroller of the Currency Ray M. Gidney has indicated that before giving 
his approval to any bank merger or consolidation coming within his jurisdiction, 
he will determine whether its effect in any section of the country may be sub- 
stantially to lessen competition or tend to create a monopoly; in short, he will 
determine whether the merger is violative of the policy of the Celler-Kefauver 
Antimerger Act. Mr. Gidney has stressed that he would not approve any bank 
merger or consolidation which he considers to be in violation of the principles of 
this act. But what does the record show? It shows that from 1950 to May 1, 
1955, the Comptroller and his predecessors have approved 376 bank mergers and 
consolidations involving total resources of $7,464 million. It also shows that 
since 1950 the Comptroller’s Office has not disapproved a single merger applica- 
tion on the basis of a possible substantial lessening of competition. This is not 
surprising since the Comptroller’s Office has ‘not issued anything specific to the 
examiners’ in regard to considering anticompetitive factors ; it has never notified 
national bank examiners or ‘given them any specific admonition’ that it is the 
Comptroller’s policy to disapprove any bank merger violative of the Celler- 
Kefauver Act. Nor has it required examiners to make findings of fact with 
regard to competitive considerations in recommending approval or disapproval 
of proposed bank mergers.” ” 

It should be added that within a few weeks after issuance of this report in 
December 1955, the Comptroller’s Office promulgated standards for considering 
the competitive consequences of bank mergers.“ Furthermore, after the sub- 
committee hearings, the Comptroller’s Office in June 1955, for the first time, in- 
formally disapproved a merger application because of competitive considerations 
and followed that up in November 1955 by refusing, for similar reason, to approve 
proposed mergers in cases involving 11 banks. However, in 1955 the Office 
approved 126 bank mergers involving, in respect of banks absorbed, resources 
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27 See Congressional Record, vol. 101, pt. 3, pp. 3807-3308 (84th Cong., 1st sess.). 

See also “Hearings Before Antitrust Subcommittee, House Committee on the Judiciary 
on Current Antitrust Problems,”’ pp. 452-453, 493 (84th Cong., 1st sess.). 

“Hearings Before Antitrust Subcommittee, House Committee on the Judiciary on 
H.R, 264 and H.R. 2143 (Premerger Notification),” p. 143 (85th Cong., 1st sess.). 

2“Hearings Before Antitrust Subcommittee, House Committee on the Judiciary on Cur- 
rent Antitrust Problems,” p. 451 (84th Cong., 1st sess.). 

This information has been brought up to date in a letter I received from the Comptroller 
of the Currency dated Mar. 16, 1959. 

“Interim Report, Antitrust Subcommittee, House Committee on the Judiciary on 
Corporate nd Bank Mergers,” p. 36 (84th Cong., 1st sess.). 

%. “Hearings Before Antitrust Subcommittee of the House Committee on the Judiciary on 
H.R. 264 and H.R. 2143 (Premerger Notification),” pp. 175-176 (85th Cong., 1st sess.). 
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of $2,015,225,452. In 1956 it approved 105 bank mergers involving banks ab- 
sorbed having total resources of $2,380,816,965 and informally disapproved 8 ap- 
plications for competitive reasons.” In 1957 it approved 83 mergers involving 
banks absorbed having resources of $1,142 million, without disapproving any 
application for competitive reasons. In 1958 it approved 83 mergers involving 
banks absorbed having resources of $1,704 million while disapproving 2 mergers 
for competitive reasons. 

In sum, during the period from 1950 through 1958, the Comptroller of the 
Currency approved 731 mergers and disapproved 22 for competitive reasons. 
This is indicated in greater detail in the following table: 




















Mergers approved by the | Mergers disapproved by 
Comptroller of the Cur- Comptroller of the Cur- 
rency ! rency on basis of competi- 
tive considerations 
Year 
Number of | Total resources Total resources 
absorbed of absorbed Numberof | of banks which 
banks banks cases would have 
been absorbed 
i ee ae 52 $576, 464, 143 0 0 
ll pididantun bash ahcaudewsdebeanare hii 30 384, 389, 647 0 0 
FREE See epee a ve eee hey ee 59 517, 662, 108 0 0 
Ds cnain th dcailaad ten Basan eellaw cleans tiled ates win 67 523, 680, 925 0 0 
ad ikbee ecient ines clom ans Gua eee etal aaeeee 126 | 2, 058, 262, 234 0 0 
SR cnc donn deka ckitlumbindanaeGis Cami aide 126 2, 015, 225, 452 12 $182, 712, 000 
a ee See eee ee 105 2, 380, 816, 965 8 355, 018, 675 
ER EA EERO aes dntendetiabunen 83 1, 142, 000, 000 0 0 
Te eS RA ee Se SRE 83 1, 704, 645, 259 2 198, 985, 000 
MORES ccntie tencedéenianssteceaeenes 731 | 11, 303, 146, 733 22 736, 715, 675 




















1See hearings before Antitrust Subcommittee of the House Committee on the Judiciary on H.R. 264 
and H.R. 2143 (premerger notification), pp. 146-171 (85th Cong., lst sess.). Data for 1958 was supplied to 
the Antitrust Subcommittee by letter from the Comptroller of the Currency, dated Mar. 16, 1959. 

Source: Comptroller of the Currency. 


Without in any way singling out the present incumbent—my remarks are 
applicable to his predecessors as well—it would appear, as the Attorney General 
has testified, that the Office of the Comptroller of the Currency has tended to 
give little or no consideration to the question as to whether or not competition 
would be substantially lessened.™ 


THE BILL SHOULD CONTAIN PROVISIONS FOR PUBLIC HEARINGS 


In its present form the bill (S. 1062) makes no provision for public hearings 
upon applications which may be filed. I am strongly of the opinion that the bill 
should be amended to include such a provision, at least in cases of disagreement 
between interested governmental bodies. 

The role of the public hearing in modern regulatory procedure is so funda- 
mental as to require little exposition or defense. A public hearing serves as 
a safeguard against arbitrary action; it assures interested parties of an oppor- 





2 1d., pp. 171-172. Attorney General Brownell testified on this point as follows: 

“Senator Douerias. Mr. Brownell, when the same proposal was up before us last year 
I gathered some figures from the records of the Comptroller of the Currency on approving 
and disapproving mergers since 1950. My figure showed that there were 6 years, from 1950 
to 1955, inclusive, in which he had approved 460 mergers, had formally disapproved 9, 
had informally disapproved 13; therefore, he had approved between 96 and 98 percent of 
all mergers during those 6 years. 

“Could you tell me if these figures which I collected are approximately accurate, accord- 
ing to your knowledge? 

“Mr. BROWNELL. Yes; they are. And I am not so sure that the 22 that were turned 
down were turned down on the ground of competitive factors.” 

Hearings before Subcommittee of the Senate Committee on Banking and Currency on 
Banking ws, Financial Institutions Act of 1957, p. 1027 (85th Cong., 1st sess.). 

%3'The Attorney General testified in part as follows: 

“Senator DouGLas. In other words, up to date the ne Segreng of the Currency has 
tended to give little or no weight to the question as to whether or not competition would 
be substantially less? 
oe BROWNELL. I believe that is a fact. And I think his own testimony indicates 
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Hearings before Subcommittee of the Senate Committee on Banking and Currency on 
Banking Laws, Financial Institutions Act of 1957, p. 1027 (85th Cong., 1st sess.). 
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tunity to present their views, consonant with the dictates of due process; it 
provides a basis for evaluating the manner in which an agency applies the statu- 
tory standards under which it acts; it tends—especially in the circumstances 
envisaged by this bill, in which three different agencies will simultaneously carry 
out the objectives of the act— to encourage the development of uniformity in 
decisions. Most important, a public hearing provides the only adequate basis 
for judicial review—a testimonial record. In these respects, a public hearing 
both protects applicants against discriminatory denial of meritorious applications 
and safeguards the public interest against erosion of vital national principles. 

Without provision for hearings, the public is deprived of its only practical 
opportunity for appraising the quality of regulation; interested parties may or 
may not be adequately heard; uniformity of regulatory policy is most difficult 
to achieve, and effective judicial supervision of agency action is greatly hampered. 
Arbitrary decisions could flourish virtually unchecked. Congress could have 
no assurance that the standards it promulgates would be administered on a 
uniform basis or in accordance with congressional intent; unless the right 
to a hearing is provided there “might be as many different views of the (bill's) 
standards and scope as there were agencies charged with this enforcement. The 
result could well be disparities in view, which, in turn, spell real enforcement 
or inequities.” ™ 

Presumably for all these reasons, the Bank Holding Company Act of 1956 does 
provide for public hearings in cases in which a governmental body expresses 
disapproval of a proposed acquisition of bank shares or assets. The provision for 
public hearings of the Bank Holding Company Act of 1956 should, I believe, be 
adapted to and included in 8. 1062. As so amended, 8S. 1062 would provide that 
the Federal banking agency with which the application has been filed shall 
notify both of the other Federal banking agencies, and the Attorney General, 
and that if any of these bodies or officials within 30 days disapproves the applica- 
tion in writing, the agency before which the application is pending shall schedule 
a hearing, at the conclusion of which it shall by order grant or deny the applica- 
tion upon the hearing record. 

The banking agencies’ objections to hearing provision on the ground of confi- 
dentiality of data, etc., are the traditional ones used by other administrative 
agencies in opposing due process requirements of hearings and court review. 
Only 4 years ago the same arguments were used in urging against inclusion of 
hearing provisions with respect to mergers under the Bank Holding Company 
Act. Nevertheless, in the 4 years since that act was passed none of the expressed 
fears has come to pass. Indeed, the Federal Reserve Board has held several 
hearings under that legislation, including a lengthy proceeding in connection 
with the proposal of the First National City Bank of New York to form a bank 
holding company which would in turn acquire the stock of First National City 
and the County Trust Co. of Westchester. And yet no problem was presented 
in these hearings as to publication of supposedly confidential information. 


NEED FOR ADOPTION OF AN ANTITRUST SAVINGS CAUSE 


The legislative history in the Senate makes it clear that no provision of the 
antitrust laws would be superseded by enactment of the pending bill.” Thus 
the bill’s sponsors, Senator Robertson together with Senator Javits, a member 
of the Senate Banking Committee, stated specifically on the Senate floor that 
the bill in no way deprives the Attorney General of any right he has under the 
Sherman and Clayton Acts to institute suit. In the course of the Senate debate, 
Senator Kefauver inquired of Senator Robertson: “If the bill shall be enacted 
will section 7 of the Clayton Act still apply to bank stock acquisitions?’ Sen- 
ator Robertson replied : “It will.” * 

Subsequently, Senator Javits commented: “The legislative history is now very 
clear that the bill which is before the Senate does not deprive the Attorney 
General of jurisdiction either under the Clayton Act or under the Sherman Act. 
* * * [N]othing is taken away from the Attorney General.” ” 

In these circumstances, I suggest—solely for the purpose of clarification—an 
“antitrust savings” clause identical with that contained in section 11 of the Bank 


*% Hearings before Antitrust Subcommittee of the Senate Committee on the Judiciary, 
on S. 3341 et al. (premerger notification), p. 80 (84th Cong., 2d sess.). 

3% ee for example, Congressional Record, May 14, 1959, p. 7294. 

*6 Tbid. 

37 Id., p. 7296. 
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Holding Company Act and providing that nothing in the bill supersedes any 
provision of the antitrust laws. 

While such a provision would not add to the bill from a substantive standpoint, 
it would avoid needless controversy and possible litigation involving the conten- 
tion that the strictures of the Sherman and Clayton Acts had been nullified by 
the provisions of the pending bill. 


APPENDIX I 
RECOMMENDED AMENDMENTS OF §. 1062 


On page 2, lines 11-19 strike out the sentence beginning with the words “In 
the case of a merger” and in lieu thereof insert the following : 

“The Comptroller, the Board of Governors of the Federal Reserve System, 
or the Corporation, as the case may be, shall not grant consent under this section 
to any merger, consolidation, acquisition of assets, or assumption of liabilities, 
where in any section of the country the effect thereof may be substantially to 
lessen competition, or to tend to create a monopoly. This provision shall not, 
however, be deemed to prohibit a merger, consolidation, acquisition of assets 
or assumption of liabilities where the Comptroller, the Board of Governors of 
the Federal Reserve System, or the Corporation, as the case may be, finds that 
there is a reasonable probability of the ultimate failure of the bank to be acquired ; 
that because of inadequate or incompetent management the acquired bank’s future 
prospects are unfavorable and can be corrected only by a merger or consolidation 
with the acquiring bank; that the acquired bank is a problem bank with inade- 
quate capital or unsound assets and its acquisition by another bank would be 
the only practical means of dealing with the problem; or that several banks in 
a small town are compelled by an overbanked situation to resort to unsound 
competitive practices which may eventually have an adverse effect upon 
the condition of such banks and the merger of the two or more banks would, 
therefore, be in the public interest. In the interests of uniform standards, the 
appropriate agency shall not take action as to any such transaction without 
first seeking the views of each of the other two banking agencies referred to herein 
with respect to such question.” 


APPENDIX II 
RECOMMENDED AMENDMENTS OF 8S. 1062 


On page 3, line 7 strike out the colon and insert in lieu thereof a period and 
add the following : 

“If either or both of the other banking agencies or the Attorney General dis- 
approves the application in writing within 30 days, the Comptroller, the Board 
of Governors of the Federal Reserve System, or the Corporation, as the case may 
be, shall notify in writing the applicant and the disapproving agency or agencies, 
or authority, or Attorney General of the date for commencement of a hearing 
by it on such application. The hearing shall be commenced not less ‘than 10 nor 
more than 30 days after the Comptroller, the Board of Governors of the Federal 
Reserve System, or the Corporation, as the case may be, has given written notice 
to the applicant of the action of the disapproving agency or agencies, authority, 
or Attorney General. The length of any such hearing shall be determined by 
the Comptroller, the Board of Governors of the Federal Reserve System, or the 
Corporation, as the case may be, but it shall afford all interested parties a rea- 
sonable opportunity to testify at such hearing. At the conclusion thereof, the 
Comptroller, the Board of Governors of the Federal Reserve System, or the 
Corporation, as the case may be, shall by order grant or deny the application on 
the basis of the record made at such hearing. Such order may be appealed to the 
Court of Appeals for the District of Columbia by any party adversely affected 
or by the Attorney General, within 30 days after entry of such order.” 

On page 3, line 8 strike out the words ‘“‘And provided further, That the’ and 
insert in lieu thereof a new paragraph beginning with the word “The.” 
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APPENDIX III 
RECOMMENDED AMENDMENTS OF §S. 1062 


: On page 8, line 21 after the word “findings” add a new paragraph reading as 
ollows: 

“Nothing herein contained shall be interpreted or construed as approving any 
act, action, or conduct which is or has been or may be in violation of existing 
law, nor shall anything herein contained constitute a defense to any action, suit, 
or proceeding pending or hereafter instituted on account of any prohibited anti- 
trust or monopolistic act, action, or conduct.” 


APPENDIX IV 


RECOMMENDED AMENDMENTS OF S. 1062 SHowrnG CHANGES WHICH WOULD 
Be MADE IN BILL 


{New matter in italic; stricken matter in black brackets] 


AN ACT To amend the Federal Deposit Insurance Act to provide safeguards against 
mergers and consolidations of banks which might lessen competition [unduly] substan- 
tially or tend [unduly] to create a monopoly in the field of banking. 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That subsection (c) of section 18 of the Fed- 
eral Deposit Insurance Act is amended by striking out the third sentence thereof 
and substituting in lieu thereof the following: “No insured bank shall merge or 
consolidate with any other insured bank or, either directly or indirectly, acquire 
the assets of, or assume liability to pay any deposits made in, any other insured 
bank without the prior written consent (i) of the Comptroller of the Currency 
if the acquiring, assuming, or resulting bank is to be a national bank or a district 
bank, or (ii) of the Board of Governors of the Federal Reserve System if the 
acquiring, assuming, or resulting bank is to be a State member bank (except 
a district bank), or (iii) of the Corporation if the acquiring, assuming, or result- 
ing bank is to be a nonmember insured bank (except a district bank). In 
granting or withholding consent under this subsection, the Comptroller, the 
Board, or the Corporation, as the case may be, shall consider the factors enum- 
erated in section 6 of this Act. [In the case of a merger, consolidation, acquisi- 
tion of assets or assumption of liabilities, the appropriate agency shall also take 
into consideration whether the effect thereof may be to lessen competition unduly 
or to tend unduly to create a monopoly, and, in the interest of uniform standards, 
it shall not take action as to any such transaction without first seeking the 
views of each of the other two banking agencies referred to herein with respect 
to such question.] The Comptroller, the Board of Governors of the Federal 
Reserve System, or the Corporation, as the case may be, shall not grant consent 
under this section to any merger, consolidation, acquisition of assets, or assump- 
tion of liabilities, where in any section of the country the effect thereof may be 
substantially to lessen competition, or to tend to create a monopoly. This pro- 
vision shall not, however, be deemed to prohibit a merger, consolidation, acquisi- 
tion of assets or assumption of liabilities where the Comptroller, the Board of 
Governors of the Federal Reserve System, or the Corporation, as the case may 
be, finds that there is a reasonable probability of the ultimate failure of the 
bank to be acquired; that because of inadequate or incompetent management the 
acquired bank’s future prospects are unfavorable and can be corrected only by 
a merger or consolidation with the acquiring bank; that the acquired bank is 
@ problem bank with inadequate capital or unsound assets and its acquisition by 
another bank would be the only practical means of dealing with the problem; 
or that several banks in a small town are compelled by an overbanked situation 
to resort to unsound competitive practices which may eventually have an ad- 
verse effect upon the condition of such banks and the merger of the two or more 
banks would, therefore, be in the public interest. In the interests of uniform 
standards, the appropriate agency shall not take action as to any such transaction 
without first seeking the views of each of the other two banking agencies referred 
to herein with respect to such question. In the case of a merger, consolidation, 
acquisition of assets, or assumption of liabilities, the appropriate agency shall 
request a report from the Attorney General on the competitive factors involved 
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in the merger. The Attorney General shall furnish such report to such agency 
within thirty calendar days of the request: Provided, however, That in case 
the agency finds an emergency exists the agency may advise the Attorney 
General thereof and may thereupon shorten the period for the Attorney General 
to report to ten calendar days: Provided further, That where the agency finds 
that an emergency makes necessary immediate action in order to prevent the 
probable failure of one of the merging banks, the appropriate agency may act 
without obtaining such report from the Attorney General[:]. If either or both 
of the other banking agencies or the Attorney General disapproves the applica- 
tion in writing within thirty days, the Comptroller, the Board of Governors of 
the Federal Reserve System, or the Corporation, as the case may be, shall 
notify in writing the applicant and the disapproving agency or agencies, or 
authority, or Attorney General of the date for commencement of a hearing by 
it on such application. The hearing shall be commenced not less than ten nor 
more than thirty days after the Comptroller, the Board of Governors of the 
Federal Reserve System, or the Corporation, as the case may be, has given 
written notice to the applicant of the action of the disapproving agency or 
agencies, authority, or Attorney General. The length of any such hearing shall 
be determined by the Comptroller, the Board of Governors of the Federal Reserve 
System, or the Corporation, as the case may be, but it shall afford all interested 
parties a reasonable opportunity to testify at such hearing. At the conclusion 
thereof, the Comptroller, the Board of Governors of the Federal Reserve System, 
or the Corporation, as the case may be, shall by order grant or deny the appli- 
cation on the basis of the record made at such hearing. Such order may be 
appealed to the Court of Appeals for the District of Columbia by any party 
adversely affected or by the Attorney General, within thirty days after entry 
of such order. [And provided further, That the] The Comptroller, the Board, 
and the Corporation shall each submit to the Congress a semi-annual report 
with respect to each merger, consolidation, acquisition of assets, or assumption 
of liabilities approved by the Comptroller, the Board, or the Corporation, as the 
case may be, which shall include the following information: the name of the 
receiving bank; the name of the absorbed bank; the total resources of the 
receiving bank; the total resources of the absorbed bank; whether a report has 
been submitted by the Attorney General hereunder; and if approval has been 
given, a summary of the substance of the report made by the Attorney General, 
and a statement by the Comptroller, the Board, or the Corporation, as the case 
may be, in justification of its findings. 

Nothing herein contained shall be interpreted or construed as approving any 
act, action, or conduct which is or has been or may be in violation of existing 
law, nor shall anything herein contained constitute a defense to any action, suit, 
or proceeding pending or hereafter instituted on account of any prohibited anti- 
trust or monopolistic act, action or conduct.” 


Mr. Brown. Mr. Celler, I believe your main contention is that the 
language in the bill with reference to effect on competition is too weak. 
You object to the language requiring consideration of whether a 
merger “may lessen competion unduly or tend unduly to create a 
monopoly.” 

Mr. Cetier. I did not quite hear you. 

Mr. Brown. Your position is that the following language in the bill: 
“may be to lessen competition unduly or to tend unduly to create a 
monopoly” 

Mr. Cretxier. That is correct. I think that is weak, and dangerous 
language. 

Mr. Brown. Have you had many bank mergers in New York in the 
last few years? 

Mr. Cetier. Have there been many ? 

Mr. Brown. Yes. 

Mr. Cretzer. There have been quite a number. 

Mr. Brown. Has there been any criticism of these mergers? 

Mr. Cetier. Yes. 

Mr. Brown. What is the nature of the criticism ? 
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Mr. Crtter. In my prepared statement I gave a detailed list of 
those mergers in New York. Let me read from it. In New York 
since 1955 there have occurred the largest mergers in the history 
of the country in terms of total deposits: In March 1955, the Chase 
National Bank, with total assets of five billion six hundred sixty-some 
million dollars, merged with the Bank of Manhattan, with assets of 
$1,629 million, and the Bronx County Trust Co. with assets of $76 
million. This merger provided the new entity, the Chase-Manhattan 
Bank, with total assets of $7,374 million, or 21.7 percent of the total 
assets of all banks in New York City, and jumped it to first place in 
New York City, and second place in the Nation. 

In March 1955, the National City Bank of New York, previously 
the second largest bank in the United States, with assets of $5,767 
million, took over the First National Bank of New York which had 
total assets of $713 million. The new combination, the First National 
City Bank, then ranked second in the area with assets of $6,480 million 
or 19.1 percent of the total. 

Mr. Brown. Now my question is, has the public suffered any by these 
mergers ? 

Mr. Cetter. Yes, sir. 

Mr. Brown. In what way? 

Mr. Cetier. Because it has lessened competition in that area. 

Mr. Brown. It has lessened competition ? 

Mr. Cetier. No question about it. 

Mr. Brown. Mr. Multer. 

Mr. Motrer. Thank you, Mr. Chairman. 

I am pleased to welcome the dean of the New York delegation to 
this committee. 

Mr. Cetier. May I add this in further answer to your question, Mr. 
Chairman. Largely because of merger activity New York City now 
has only 54 commercial banks, where at the opening of the century it 
had 127. Further, the city’s four largest banks control 73 percent of 
all deposits, whereas in 1900 the four largest had only 21 percent of 
the total deposits. This is a dangerous amount of concentration. 

Mr. Brown. All right, Mr. Multer. 

Mr. Murer. We are always glad to have Mr. Celler with us. 
You have presented a very fine statement, as you always do, and I 
think you should be pleased to know that after the long and arduous 
campaign that you started to wage many years ago, that at least every- 
body today is in agreement that a bill is necessary. I think that 
should be a source of some satisfaction to you, I think the question is 
going to be, when this committee gets into executive session, what form 
should the bill take, and as you have indicated, there is a divergence 
of opinion as to some of the very important language in the bill. 

Before we get to the important language I would like to ask you 
with reference to two of the proposed amendments, one making 
mandatory that the Attorney General be consulted. I assume you 
approve of that ? 

Mr. Cetiter. Yes; I do. And may I at this point insert in the 
record an excerpt from my statement before the Senate Banking Com- 
mittee on S. 1062 indicating why mandatory consultation with the 
Attorney General. 

Mr. Brown. Without objection that may be incorporated. 
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(The partial statement referred to is as follows :) 


Excerpt FrRoM STATEMENT OF Hon. EMANUEL CELLER, BEFORE THE SENATE 
BANKING AND CURRENCY COMMITTEE 


THE APPROPRIATE FEDERAL BANK SUPERVISORY AGENCY MUST BE REQUIRED TO GIVE 
NOTICE TO THE ATTORNEY GENERAL 


The obvious reason for failure to take competitive considerations adequately 
into account is lack of expertise in the antitrust field on the part of Federal 
bank supervisory agencies. The Comptroller of the Currency has stated, and I 
quote him: “I have no competency in that (the antitrust) field. I do not know 
what the courts have done.” ’ 

Similarly, the Chairman of the Federal Reserve Board pointed out that admin- 
istration of the banking laws was in an entirely different sphere than enforce- 
ment of the antitrust laws. He testified: 

“The principal functions of the Federal Reserve System lie in the field of 
monetary and credit policy and bank supervision. The prosecuting and adjudi- 
catory functions involved in the enforcement of the antitrust laws are only in- 
directly related to the Board’s principal responsibilities. They are of a character 
quite different from the functions normally exercised by the Board in passing 
upon particular transactions in the bank supervisory field. In other words, 
enforcement of the antitrust laws and the function of bank supervision represent, 
we believe, different spheres of governmental operation.” ° 

As the Department of Justice has observed, ‘‘failure to insure informed advice 
on competitive factors could have effects far beyond the banking field. Without 
[the Department’s] right to intervene in bank mergers there must be as many 
different views of section 7 standards and scope as there were agencies charged 
with this enforcement. The result could well be disparities in view, which in 
turn, spell real enforcement inequities. Enforcement effectiveness as well re- 
quires some procedure for [the] Department’s intervention Otherwise in its 
overall responsibility for section 7’s enforcement * * * outside of the banking 
area—[the] Department would be bound by bank merger precedents [it] had 
no voice in picking or shaping.” * 

In these circumstances, it would be little short of folly to require the appro- 
priate Federal bank supervisory agency to obtain the views of the other two 
banking agencies, but not impose the same requirement in respect to seeking 
the informed advice of the Department of Justice—the agency specifically 
charged by Congress with responsibility for examining into competitive implica- 
tions of proposed mergers. Actually, the Comptroller of the Currency testified 
before our subcommittee that he didn’t really object to a provision requiring him 
to obtain the opinion of the Attorney General as to the antitrust implications of 
a proposed merger, provided it was submitted promptly or within a designated 
period.* 

Furthermore, on the basis of past experience, unless a requirement of manda- 
tory consultation with the Department is written into law, there is little, if any, 
likelihood that the Federal banking agencies will seek the informed advice of the 
Attorney General. Consider, for example, that although the office of the 
Comptroller of the Currency approved some 731 mergers in the period from 
1950 to 1958 many involving acute competitive problems, in only one instance did 
the Comptroller seek the Department’s advice on the competitive effect of a 
particular bank merger problem. This was made clear in a letter from Assistant 
Attorney General Hansen to me, dated March 20, 1957, which reads as follows: 

“In Attorney General Herbert Brownell’s appearance before your subcommittee 
on March 6, 1857, it was requested that the Department furnish you with in- 





A oe ge ge before Antitrust Subcommittee, Senate Committee on the Judiciary, on S. 

se) “of al. (premerger notification), p. 80 (84th Cong., 2d sess.). 
€ 

3 2 Sentimony of the Attorney General before subcommittee, Senate Committee on Banking 
and Currency on Proposed Financial Institutions Act of 1957, p. 1032 (S5th Cong., 1st 
sess.). See also testimony of Assistant Attorney General Hansen, hearings before House 
Banking and Currency Committee on S. 1451 and H.R. 7026 (Proposed Financial Institu- 
tions Act of 1957), p. 131 (85th Cong., 1st sess.) ; testimony of Assistant Attorney General 
ey hearings before Antitrust Subcommittee, Senate Judiciary Committee, on S. 3341 
et al. (premerger notification), p. 160 (84th Cong., 2d sess.) ; testimony of Attorney Gen- 
eral Brownell, hearings before Antitrust Subcommittee, House Committee on the Judiciary, 
on H.R. 264 and H.R. 2143 (premerger notification), 74 (S5th Cong., 1st sess.). 

*Hearings before Antitrust Subcommittee, House Coonniens on the Judiciary on H.R. 
264 and H.R. 2143 (premerger notification), p. 131 (85th Cong., 1st sess.). 
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stances in which Comptroller of the Currency Ray M. Gidney sought advice from 
the Antitrust Division as to whether the effect of a given merger may be sub- 
stantially to lessen competition or tend to create a monopoly. We have reviewed 
our records and find that in only one instance was the Department’s advice 
sought on the competitive effect of a particular bank merger problem. In that 
instance, members of the Comptroller’s staff conferred informally with the 
Division around the end of September 1956 on the proposed acquisition of the 
Peoples Saving Bank of Port Huron (Mich.) by the Michigan National Bank. 
This proposed acquisition has been subject to a rather thorough investigation 
because of Sherman Act as well as Clayton Act problems. 

“In two other instances, the Comptroller’s office has forwarded information 
to the Division on bank mergers. On August 8, 1956, the proposed merger of 
Farmers & Merchants National Bank of Los Angeles and Security First National 
Bank of Los Angeles was brought to the Division’s attention before the Comp- 
troller had given his approval. It was with respect to this merger that I per- 
sonally talked to Mr. Gidney on the telephone. Lack of section 7 jurisdiction 
because this transaction was consummated by an acquisition of assets precluded 
the Department from considering this matter under section 7. On August 17, 
1956, the Comptroller called the Division’s attention to his approval of the 
merger of the Delaware Valley Bank & Trust Co. of Bristol, Pa., and the Phila- 
delphia National Bank of Philadelphia. 

“In three other instances, our records show that the Comptroller’s office was 
notified of our interest in certain bank merger problems. Notice was given on 
January 5, 1955, on the Chase-Manhattan Bank merger, March 7, 1955, on the 
National City-First National Bank merger, and around the ist of December 
1956 on the pending New York bank holding company formation which is 
now before the Federal Reserve Board for approval. In the Chase-Manhattan 
and National City-First National Bank mergers, this Department specifically 
requested from the Comptroller’s office information or data relating to com- 
petitive aspects of these mergers. In the pending holding company problems, 
our requests for information have been mainly channeled through the Federal 
Reserve Board, the agency with primary jurisdiction over this matter under 
the Bank Holding Company Act of 1956. However, a recent information request 
has been made directly to the Comptroller’s office.’ [Emphasis supplied.] ° 

As the Comptroller himself stated in a letter to me dated March 16, 1959: 

“We have no established procedure with respect to obtaining the views of the 
Antitrust Division of the Department of Justice concerning the competitive con- 
sequences of bank mergers, but have on occasion, written to the Department. 
Should a situation arise in which we deemed it necessary to consult the Anti- 
trust Division we would address a letter to it setting forth the facts. This 
office would seek the views of the Department of Justice in respect of competitive 
considerations in cases in which it appeared that there might be involved a 
violation of the antitrust laws. During the years 1957 and 1958, we had no 
liaison with the Department of Justice with respect to competitive consequences 
of a proposed transaction.” [Emphasis supplied.] 


Mr. Muurer. Then there is also a provision for semiannual reports 
by each of the agencies to Congress. The suggestion has been made 
that instead of semiannual reports, annual reports would suffice, and 
that they ought not to be—since these agencies are required now to 
make annual reports to the Congress, that these matters not be the 
matter of separate reports but be included in the annual report. 

Would you have any objection to that ? 

Mr. Cetter. I think they should be separate reports. 

Mr. Brown. Should they be semiannual or annual ? 

Mr. Cetter. I would prefer semiannual but if you and your com- 
mittee in your wisdom want annual reports, that would be agree- 
able. But I think these matters are so important, and this concentra- 
tion is working so fast in this country, that unless we take steps to 
block such concentration—and these amendments which I suggest, I 
think, would help—we are going to be in difficulties and real danger. 





5Id., pp. 25-26. 
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In this sense, when banking concentration reaches a point where 
there are only a few banks left, there have been instances in various 
countries where the banking sy ystem is nationalized. So these very 
bankers that come here and try to tell you you should not pass these 
restrictions on mergers and so forth, are just stepping backward right 
into socialism, although they think they are going forward. Because 
if ever the time should come that there would be a financial collapse 
such as we had in 1929 or 1982, I do not know what would happen to 
the banks. I would not want to foretell, but there is the possibility 
that the Government might take them over. I hope to God it never 
would. But nobody knows. And so these very bankers that want to 
merge and merge and merge, and become “top dogs” in all the com- 
munities of the Nation, they had better wake up and realize the ten- 
dency that they are developing. 

Mr. Mutter. I think there is even a more striking historical situa- 
tion. When the Communists first took over Russia, after they had 
turned out the Kerensky government, they immediately nationalized 
all the banks. They found, however, that they could not run the 
banking system, so they turned them back to the private banks and 
during “the next 5 years after they first turned them back to the own- 
ers, they gradually merged them and consolidated them until they had 
very few ‘banks and then stepped in again, nationalized the banking 
system, and today they are running the entire banking system of Rus- 
sla. 

Mr. Cetirr. Let us take the situation of Germany. Germany has 
three large banks that practically dominate the economy of Germany. 
In Germany the banks are allowed to own stock in industries, and 
the Deutscher Bank, the Dresden Bank and one other bank control 
much of the large industries in Germany. I do not want to see that 
situation in this country. 

Mr. Murer. I am sure none of us do. May I return for a moment 
to the matter of reports. 

The bill has—the amended bill presently before us provides that 
the various banking supervisory agencies will summarize the Attor- 
ney General’s report and suggestions made. That is unwise that 
there should be a report of any agency summarized by another, par- 
ticularly that of the Attorney General. He should be the one to 
summarize, if anyone, rather than another agency. Would you go 
along with that? 

Mr. Cetter. I certainly would go along with that. 

Mr. Mutter. Now, Mr. Celler, there is agreement, I think, within 
the agencies that if none of the other banking factors intervene—such 
as inadequacy of capital, bad management, likelihood of failure— 
that they then must give serious consideration to the lessening of 
competition that may be brought about by a merger. 

Mr. Cetier. Substantially lessened competition. 

Mr. Murer. Now that is where the dispute comes in. 

Now if the committee should agree that the Clayton Act should 
apply in all its force to the banking community—then of course, the 
simple expedient is to take the language right out of the Clayton 
Act because as you have indicated, it has had judicial interpretation 
over the years; but the banking agencies and the American Bankers 
Association tell us that that must not be the sole test, and that the 
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agencies should be given discretion as to whether or not the lessening 
of competition should be the deciding factor when none of the other 
factors intervene. I think you will agree that if there is inadequacy 
of capital, bad management, likelihood of failure, overbanking in the 
community, then the fact that it is going to lessen competition or tend 
to monopoly is unimportant. We must give the community good 
sound banking. That is so, is it not? 

Mr. Cetier. That is correct. That is why I suggest these four 
exceptions be put right into the bill so there will be no question 
about it. 

Mr. Mutrer. To pinpoint the difference of opinion, I think this 
record now shows that the supervisory banking agencies are asking 
for the use of the word “unduly” as against “substantially” because— 
and I think I quote correctly—*“substantial” is a quantitative measure 
while “unduly” is qualitative. In other words, they say if there is 
5-percent lessening of competition, or even if there is 20-percent lessen- 
ing of competition, they do not want to be bound by the quantitative 
measure that would be foisted upon them if we use “substantially.” 

On the other hand, they say if we have the word “unduly” they 
take it into account qualitatively and use their discretion, in making 
a final determination. 

Mr. Barr. Will you yield? 

Mr. Mutter. Yes. 

Mr. Barr. I believe, sir, that Mr. Martin stated in his testimony that 
the Board was not adamant on this point. Is that correct? 

Mr. Mutrer. You are quite right. But I think the FDIC and the 
Comptroller of the Currency take the other view. 

Would you want to comment on that? 

Mr. Cetiter. But Mr. Gidney, the Comptroller, says he always uses 
the “substantial” test. I read that letter. It is in the record. And 
I can give you more details of his testimony, if you wish. 

Mr. Mutrer. I think rather than address ourselves to what he said 
before your committee, and what he said before this committee on 
previous occasions, we must now take into account what he said to us 
when he testified before the committee on this bill, and he said here 
forthrightly : “I do not want the Clayton Act standard made manda- 
tory. I want discretion.” 

Mr. Crtuer. I have covered every single reasonable objection that 
the banking communities have to the word “substantially” by writing 
the exceptions into the bill. They are my amendments. The ob- 
jections that they have raised are emodied in these exceptions which 
I have suggested. 

I will gladly read the amendment in its exact form. 

Mr. Mutter. Itisbeforeus. We have it, Mr. Celler. 

Mr. Cetter. I have it right here: 





This provision shall not, however, be deemed to prohibit a merger, consolida- 
tion, acquisition of assets or assumption of liabilities where the Comptroller, the 
Board of Governors of the Federal Reserve System, or the Corporation, as the 
case may be, finds that there is a reasonable probability of ultimate failure of 
the bank to be acquired ; that because of inadequate or incompetent management 
the acquired bank’s future prospects are unfavorable and can be corrected only 
by a merger or consolidation with the acquiring bank; that the acquired bank 
is a problem bank with inadequate capital or unsound assets and its acquisition 
by another bank would be the only practical means of dealing with the problem: 
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or that several banks in a small town are compelled by an overbanked situation 
to resort to unsound competitive practices, which may eventually have an adverse 
effect upon the condition of such banks, and the merger of two or more banks 
would therefore be in the public interest. 

This is the exact verbiage, on page 2 of the appendix of the state- 
ment which is part of the record. 

Mr. Muurer. That language is very much similar to the language, 
if not identical to the language, of the O’Mahoney amendment. 

Mr. Center. That is correct. 

Mr. Muurer. That is not the entire O'Mahoney amendment. That 
language is taken almost verbatim from the O’Mahoney amendment. 

Mr. Cetier. Absolutely. 

Mr. Mutrer. The suggestion has been made, though I have not 
heard any specific instance, that there may be some situation beyond 
those exceptions covered by that language that might cause the agen- 
cies to say “We must approve this merger despite the lessening of 
competition.” 

Mr. Creuver. Let them tell us what they are. We have asked for 
that and they have not been able to come up with any other situ- 
ation which should require exemption. The burden is on them. 

Mr. Mutrer. All through the years that you have conducted hear- 
ings in the Judiciary C ommittee on this subject you have heard no 
other instances that could fit into this ¢ ‘ategory other than those you 
have mentioned ¢ 

Mr. Cetter. I have not. 

Mr. Muvrer. Thank you, Mr. Chairman. 

Mr. Brown. Mr. Hiestand. 

Mr. Hiestanp. Mr. Chairman, I am very much impressed by this 
comprehensive statement, including the items in it which you did not 
include in your brief statement this morning, Mr. Celler. It con- 
vinces me of a thing that I had always supposed, that you are the 
leading authority on monopoly in the Congress. You should be, and 
Tamsure youare. [ respect } your judgment in refraining from push- 
ing at this point H.R. 4152, and it rather convinces me that you are 
interested in fighting monopoly, regardless of what jurisdiction it 
may be in. The cause, in other words, i is more important, to you, 
than simply how it shall be done. 

I certainly am greatly impressed by that attitude. Your amend- 
ments, of course, also convince me. It convinces me that you are em- 
phatically in favor of anything about the free competitive enterprise 
system as against monopoly, and that you are convinced that monop- 
oly, in practically any form, is against the public interest. 

Do I overstate you there ? 

Mr. Cetier. No; you do not, and I am very appreciative of your 
statement. I might say, probably facetiously, I am a good business- 
man but I will settle for half of those encomiums you place upon me. 

Mr. Hriesranp. I know we agree that bank failures are greater 
disasters than ordinary company failures, largely because so many 
people would sustain losses. Therefore, they might, as you suggest, 
be considered in a different category than railroads, or other things, 
and therefore might need special legislation, such as is being pro- 
posed, to guard against that sort of thing. 

I am concerned about definitions. Yesterday we had several views 
on the word “substantial” versus the word “unduly” and as the gentle- 
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man from New York said, it rather seemed to simplify itself into one 
being quantitative and the other qualitative. 

Now it occurs to me that there might be some danger in that defini- 
tion. If, for instance, there are four banks in a town and it is over- 
banked—there are too many banks—and two of them are about to be 
absorbed into the other two successful ones. Now you certainly would 
say that that would substantially lessen competition. But you might 
say it is in the public interest. 

Mr. Crevier. Yes; but there is an exception. I would say that 
that would be permissible under my amendment. 

Mr. Hresranp. Well I am questioning the word “substantially” be- 
cause any combination of circumstances could be contrived that would 
substantially lessen competition and yet it might be in the public 
interest, and I do not think we can define all the exceptions. That is 
the question that Mr. Multer is concerned about, and so am I. 

Mr. Cretter. You know, the word “substantially” takes into account, 
according to judicial content, many factors, and there have been a 
number of cases that have interpreted that language. 

Now if you are going to use other language, you are going to vitiate 
all those cases that have become imbedded in our jurisprudence. 

Mr. Hiestanp. Well, would you like to give your own brief defini- 
tion of “substantially” because you must have defined it many, many 
times ? 

Mr. Cetier. I might say that I understand the head of the Anti- 
trust Division is here, and I would yield to him as an expert on the 
question of the meaning of “substantially.” 

Mr. Hrestanp. We will ask him, but would you give us your 
definition ? 

Mr. Center. I would say a substantial lessening of competition 
occurs where there is such a drying up of sources of competition as 
to militate against the public interest and the public welfare, in a 
given community, or to enable merchants, or banks to be such masters 
of the situation as to have power to negate the public interest. If 
competition has been substantially lessened banks could refuse loans, 
could deny certain kinds of services which competition in that com- 
munity might supply to the businessmen or merchants of that com- 
munity. Or merchants themselves could raise prices at will to the 
detriment of the community. 

Mr. Hresranp. There again, in substantial you have included quali- 
tative definition. It is a very broad definition that includes every- 
thing, apparently. 

Mr. Cexier. Yes; that is right, because the courts have included 
that content in the word “substantial.” 

Mr. Htesranp. In the testimony on page 26 I notice you comment 
on the difference between railroads and the need of regulating their 
rates, and cite the fact that there is no present authority for regulation 
of bank interest rates. I take it that you do not favor Federal regu- 
lation of interest rates? 

Mr. Crtrer. I do not. 
Mr. Hrestanp. Thank you very much. Well again 
Mr. Critter. Competition should regulate them. 





Mr. Hiestanp. And in osgpen you are opposed to any form of 
monopoly as against the pu 


lic interest ? 
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Mr. Crtier. Correct. 

Mr. Hiesranp. Thank at Mr. Chairman. 

Mr. Brown. Mr. Barr? 

Mr. Barr. Mr. Celler, I think you were addressing your remarks 
which are particularly apt to a group of lawyers. I happen not to be 
a lawyer on this committee, although there are a lot of them here. 
But as a man who has hired a lot of lawyers from time to time I 
congratulate you on your excellent statement. 

My feeling is just a little bit different. Perhaps the questions I 
am about to ask should not be asked of you. You can say if you 
would rather not answer them. 

The history of the United States in this whole field of banking is 
extremely interesting. Your State and city have played a leading 
role in the whole evolution, as you know. The first Bank of the 
United States was chartered in the 1790’s. Jefferson struck it down 
mainly because he did not like paper money. 

It was reconstituted in 1816 as the second bank, because of the money 
troubles we had in the War of 1812. The second bank was struck 
down by Jackson in 1836 because he did not like its monopolistic 
power. Shortly after that, your State passed what was called a Free 
Banking Act, in which the State of New York determined that bank- 
ing should not be a monopoly in any sense and should not even have 
a franchise. Anybody could get into banking, and they did. This 
concept of free banking spread across the country until it ended up 
in the Middle West, where I happen to come from, where we called 
it wildeat banking. The reason was that they would put a bank up a 
creek someplace where they only had wildeats and then they issued 
bank notes. ‘That system failed and we went into the national banking 
system to fight the Civil War. 

That did not work with complete satisfaction, so then we went into 
the Federal Reserve System, and the Federal Reserve System was 
brought up to date after 1933. That is a short summary of the history 
of banking in the United States. 

What I would like to ask you is this: During all this time there 
has been a diminution in banking facilities. A constant diminution. 
What I would like to ask you is this: Your voters in New York, are 
they being better served or worse served by the banking community 
today ? Is that a fair question ¢ 

Mr. Cretirr. They have not been better served, because their interest 
rates have gone up. In the smaller banks they are getting better 
services and in many cases at lower service charges. 

For example, attempts are being made in New York now to pierce 
what we call the limitation of branch banking lines so as to allow 
the New York City banks to go into suburbia, into Long Island coun- 
ties and Westchester County. The Long Island banks had an econ- 
omist prepare the difference in the type of services rendered by the local 
Long Island banks and the big monolithic New York banks, and it 
was as clear as could be that the services rendered to the local com- 
munity, the local merchants, and the local industrialists, by the local 
banks, was far better and more effective than it would be by the 
larger banks of New York City. It was also demonstrated that 
local banks charge a lesser rate of interest, and that the charges for 
certain types of services were made by the New York City” banks 
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which were not made by the local Long Island banks. There was the 
clearest kind of evidence in that regard. And there was not a single 
case where the industrialists or businessmen out on Long Island, in 
Nassau and Suffolk Counties, could not get their credit needs satisfied 
by the local banks. 

It has been often stated, “We need these large banks to invade our 
communities because we are growing big and we have to have bigger 
loans.” There was not a single case where a man could not get his 
credit needs satisfied by the Long Island banks. 

Mr. Barr. Thank you, Mr. Chairman. 

Mr. Cetier. And I want to add this: We have clear indication that 
the large banks are loath to make small loans to small businessmen. 

Mr. Brown. Mr. Moorhead. 

Mr. Moorneap. Mr. Celler, since we have been commenting on the 
lawyer’s position, as a lawyer I want to compliment you on “this ex- 
cellent brief, which discusses and states the case in a most persuasive 
and clear manner. 

Mr. Cetier. Thank you very much. 

Mr. Moorneap. Mr. Celler, I think that most of us on the committee 
would like to have the provision which you recommend about public 
hearings of a merger, but objection has been made that the banks 
are different from other corporations because of the factor of public 
confidence. You can have runs on banks, but you do not have runs on 
industrial corporations. 

If these amendments were adopted, particularly spelling out the 
reasons why there could be a merger despite a substantial lessening 
of competition, would we not run into the danger of a run, when 
we have a hearing discussing the probable failure of a bank, or its 
inadequate capital, or its inadequate or incompetent management / 
During the period of these hearings, when such charges are being 
made ,is there not a danger of a run on the bank we are disc ussing ¢ 

Mr. Creuier. Well the same argument was made, as I indicated, 
when this committee put the provision for hearings in the Bank Hold- 
ing Company Act. I fail to see any difference between a bank holding 
company seeking a bank by way of the Bank Holding Company Act 
and one bank seeking to acquire another under this new bill. It is the 
same thing, in principle, and this Bank Holding Company Act has 
been on the statute books since 1956 and I have not heard a peep out of 
anybody that there was any disclosure of confidential information or 
that any of the banks involved were hurt. 

I have a little experience in that regard because when the First 
National City Bank, the second largest bank in New York City, was 
trying to reach out and grab the largest bank in Westchester County, 
by way of the holding company device, there were volumes and vol- 
umes of testimony before the examiner of the Federal Reserve Board. 
All sorts of information was developed. But nobody objected to any 
kind of information that was adduced. Nobody was hurt. And this 
objection was never heard in that case. 

But if you put it in the Bank Holding Company Act, why 
should you not put it in this bill? 

Mr. Moorueap. I have not had the experience with that act but it 
would worry me if I were a depositor in a bank and a newspaper head- 
line says, “The Comptroller of the Treasury says that such-and-such a 
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bank will probably fail.” I think I would want to withdraw my 
money as quickly as I could. 

Mr. Crtxier. This does not mean that in every single case is a pub- 
lic hearing required. Only where one of the Federal agencies in- 
volved disapproves would there be a hearing. If the situation is the 
way you indicated, and it might be deleterious and dangerous to 
divulge this, no head of an agency would disapprove or ask for a 
hearing. 

Mr. Moorneap. I see. That isa very good point, Mr. Celler. Thank 
you. 
I would like now to consider this matter of the exceptions con- 
tained in the Celler-O’Mahoney amendment. There were two other 
suggestions made yesterday of situations where mergers would be 
allowed. 

One was where the bank to be acquired is an uneconomic unit, 
or is too smal] to meet the needs of its community by providing loans 
of sufficient size, or providing needed banking facilities. I believe 
it was the American Bankers Association’s suggestion that even though 
there would be a lessening of competition, where such a situation 
existed, a merger should be permitted. 

Would you be willing to have that provision added to the amend- 
ment ¢ 

Mr. Cetier. You have to be careful about that. We had a similar 
situation in New York where the Morgan Bank merged with the 
Guaranty Trust Co. One of them said they were not large enough to 
make the large loans. That is the kind of case you speak of. And they 
merged, and are now, I think, the fifth largest in New York, dominated 
by the Morgan interests. 

We had that similar situation there. There was no reason at all 
why those two entities should have merged. I think you ought to be 
very careful on that. 

If, for example, an application for a loan comes to a small bank, 
that small bank can go to another bank and get participation. Asa 
matter of fact, on many large loans there is participation. The man 
applying for credit is not usually refused. He can always get the 
credit if he is a good risk, even from a small bank. So I would be very 
careful about that. That could be a loophole into which we could 
crawl and a lot of damage could be done. And I think under that 
condition they probably could justify any conceivable merger, on the 
ground that they could not make loans large enough. They could 
envisage astronomical figures. 

Mr. Moorneap. There was one other suggestion made in connection 
with management. It was suggested that, in addition to presently 
inadequate or incompetent management, that there might be a situa- 
tion where there was no adequate provision for management succes- 
sion. Would you be opposed to adding that provision to the amend- 
ment ? 

Mr. CreLiter. Well, I imagine talent is easily purchased. If there is 
no manager, they could get a good manager. I certainly would not 
want to give you an offhand opinion on that, but I think that we have 
something in there. “That because of inadequate or incompetent 
management the acquired bank’s future prospects are unfavorable.” 
It is in there as a matter of fact. 








160 


REGULATION OF BANK MERGERS 





Mr. Moorneap. This suggestion dealt with management succession. 
Where the top management w as competent but all very close to retire- 
ment age and nobody prepared to come in. 

Mr. C ELLER. I see. 

Mr. Moorneap. One final thing, Mr. Celler. And this is with re- 

gard to whether a merger which has gone through this procedure— 
supposing all your amendments were adopted, if a merger has gone 
through and been approved by the Attorney General and the b: anking 
agencies, and if it were a stock transaction, should that merger be 
still subject to being opened up under “0 Clayton Act? 

Mr. Cetter. No. As a matter of fact, I do not see how this could 
result. If the Attorney General has given his approval, who would 
start the action ? 

Mr. Moorneap. It would have to be a succeeding Attorney General 
of another administration, I suppose. 

Mr. Creuirr. I think if the Attorney General has approved it I do 
not see why he should have the right to start an action. That would 
not be right. 

Mr. Moorneap. Thank you very much. I have no further ques- 
tions, Mr. Chairman. 

Mr. Brown. Are there other questions ? 

Mr. Mutrer. One brief request, please, Mr. Chairman. 

Mr. Celler, in referring to what happens when there is a merger, 
is it not also true that when two banks merge, a customer who may 
have had a line of credit of $50,000 in each of the two banks, when 
those two banks merge, he would in all likelihood get a line of credit 
from the merged bank but he will not get the total of $100,000 that 
he had in each of the two banks? 

Mr. Cetxier. I think you are absolutely right. 

Mr. Mutter. I have heard some complaints to that effect in connec- 
tion with mergers. But of course they always say : “Now please do not 
call me as a witness because I will lose what bank credit I have got. 
So we cannot use or pinpoint those exact examples. I have heard the 
complaint. Have you? 

Mr. Cenuer. Yes, I have. 

Mr. Mouurer. That is all. 

Mr. Hresranp. Mr. Chairman, I have one more question. 

I am very interested in your pose on interest rates and the regu- 
lation thereof, Mr. Celler, and I am happy to get your recorded state- 
ment in opposition to Federal regulation. There are some that we 
have to regulate. For instance, on GI loans. Do you approve or 
disapprove the question of 514 percent on GI loans? 

Mr. Cevier. Of course you have a different situation where there 
are GI’s involved, and I am free to confess that I would be inclined 
to approve. 

Mr. Hiestanp. Thank you. 

Mr. Brown. Mr. Celler, we are very glad to have your testimony. 
You may be excused. 

Mr. Cetier. Thank you very much. And I am appreciative of 
your patience, Mr. Chairman and gentlemen. 

Mr. Brown. Our next witness is Mr. Robert A. Bicks, Acting Assist- 
ant Attorney General, Antitrust Division, Department of Justice. 

I will turn you over to Mr. Multer. 
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Mr. Mutrer. I will be very happy to claim Mr. Bicks as a constitu- 
ent, Mr. Chairman. 

Mr. Bicks, I am very happy to say is a very prominent New Yorker, 
a distinguished member of the bar who is making a very fine and 
distinguished record as head of the Antitrust Division of the Depart- 
ment of Justice under the Attorney General, who also happens to be 
a distinguished New Yorker, and while Mr. Bicks is building his repu- 
tation on his own, I cannot overlook the opportunity to say that his 
father is one of the very distinguished judges of the southern district 
of New York. Mr. Bicks has a very fine legal background to begin 
with, but he is building his reputation on his own and doing a very 
fine job. 

Weare very glad to have you. 

Mr. Bicxs. Thank you very much. 

Mr. Brown. Do you havea statement ? 

Mr. Bicxs. Chairman Brown, I have a statement. With your 
permission I will proceed. 


STATEMENT OF ROBERT A. BICKS, ACTING ASSISTANT ATTORNEY 
GENERAL, ANTITRUST DIVISION, DEPARTMENT OF JUSTICE 


Mr. Bicks. I appear today, Mr. Chairman, to present Justice De- 
partment views on 8. 1062—passed by the Senate and now before this 
committee. This bill would amend the Federal Deposit Insurance 
Act to require written consent by an appropriate Federal banking 
agency prior to most bank mergers. 

Treating this proposed bill, my plan is, first, to emphasize the 
recognized need for more effective curbs on certain bank mergers. 
Second, just how would S. 1062 treat this problem? Third, why does 
this Department advise that S. 1062 falls short of its intended mark? 
And finally, fourth, consistent with the apparent design of the Senate- 
passed bill, what suggestions for improvement does this Department 
proffer ? 

First, the need for reasonable curbs on bank mergers. As the Sen- 
ate Banking and Currency Committee report? on this measure put it: 


The large numbers of mergers in recent years, the vast resources involved in 
these mergers, and the increases in the size of the largest banks, particularly 
those which have grown through mergers, all give rise to concern for the 
maintenance of vigorous competition in the banking system and in the industry 
and commerce served by the banking system. The reduction in the number of 
banks and the loss of competition between merged banks also give rise to concern. 
There are differing views about the effect and the significance of the mergers 
which have taken place. But there is general agreement that legislation pro- 
viding for uniform and effective regulation of mergers is required for the future. 


1S. Rept. 196 (86th Cong., Ist sess.), p. 8. These conclusions are rooted in data adduced 
at the 1959 hearings before the Senate Committee on Banking and Currency concerning 
“Regulation of Bank Mergers,” hereafter called 1959 Senate hearings. As Federal Reserve 
Gov. James L. Robertson (speaking for the Board) put it: “I think there is a real need 
for legislation in this field. Whenever you get a banking system where, as in this country, 
less than 3 percent of the banks have more than 63 percent of the deposits of commercial 
banks, I think you are getting into a dangerous area” (1959 Senate hearings, p. 63). This 
pattern prevails over the Nation’s principal financial centers. 

“At the present time, while there are approximately 13,500 commercial banks in this 
country, the 100 largest control approximately 46 percent of the Nation’s total bank assets, 
and more than 48 percent of the bank deposits. In 10 of the Nation’s 16 leading financial 
centers, 4 banks own more than 80 percent of all commercial assets; furthermore, in 9 of 
these financial centers, 2 banks own more than 60 percent of all commercial bank assets. 
Again in each of the 16 leading financial centers * * * the first 2 banks own more than 
£0 ay Ny all the commercial assets, the first 4 banks 60 percent” (1959 Senate hear- 
ngs, p. 87). 
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To remedy this problem present law seems inadequate. Clayton Act 
section 7, as now written, is little help. For present section 7 covers 
bank stock—but not bank asset—acquisitions.* As a result, for ex- 
ample, within this past year we were compelled to conclude that we 
could not move under Clayton Act section 7 to halt the acquisitions 
by the Guaranty Trust Co. of J. P. Morgan & Co.'s assets, and by the 
Chemical Corn Exchange Bank of the New York Trust Co.'s assets. 
The upshot is, as the Senate committee report on S. 1062 put it (p. 
2) ° 3 


In short, at the present time many. perhaps most, bank mergers can proceed 
with little or no consideration of competitive factors. 


Failure to consider competitive factors in passing on bank mergers 
is of serious consequence. New and small business peculiarly depends 
for needed capital on bank loans rather than equity markets. As one 
Federal Reserve Board study noted: * 


Unlike larger firms, many small businesses have no direct access to the long- 
term capital market. In those instances where small businesses attempt to secure 
funds from this sector of the capital market, they are frequently charged such 
high prices that they are de facto prohibited from using this market as a source 
of financing. They are forced, consequently, to rely heavily upon interbusiness 
financing, bank borrowing, and borrowing from nonbank financial institutions. 


The upshot is, as that study concluded : 


The most important group of short and intermediate-term lenders to small 
business are the commercial banks. 


Diminution of bank competition, then, has effects beyond the bank- 
ing area. By cutting down the number of sources to which new and 
growing businesses can go for needed funds, competition throughout 
our economy suffers. 

Just how does S. 1062, as passed by the Senate and pending here, 
seek to meet this problem? S. 1062 provides generally that most banks 
cannot merge without prior written approval of the appropriate 


2 Thus, the section specifies, as to stock acquisitions, that it applies to all corporations 
“engaged in commerce.” Section 7’s asset acquisition portion, in sharp contrast, covers 
only corporations “subject to the jurisdiction of the Federal Trade Commission.”’ Further, 
section 11 of the Clayton Act exempts banks from Federal Trade Commission jurisdiction 
by specifying that “authority to enforce compliance” with section 7 “is hereby vested * * * 
in the Federal Reserve Board where applicable to banks, banking associations, and trust 
comp? nies.” On the basis of these provisions, the Denartment of Justice has concluded, 
and all apparently agree, that asset acquisitions by banks are not cov ered by section 7, as 
amended in 1950. Keaching the same conclusion, a House Judic iary Subcommittee staff 
report explained that. because of revisions in amendments to section 7, “it became imprac- 
ticable to include within the scope of the act, corporations other than those subject to 
regulation by the Federal Trade Commission. Banks, which are placed squarely within 
the anthorityv of the Federal Reserve Board by section 11 of the Clayton Act, are therefore 
circumscribed insofar as mergers are concerned only by the old provisions of section 
7 * * *” (staff report to Subcommittee No. 5 of the Committee on the Judiciary, House 
of Representatives, 82d Cong., 2d sess. (September 1952) ). 

8 True, this Department may still move against bank mergers to a limited extent under 
Sherman Act section 1. (Sre, e.g., letter dated Oct. 14, 1959 (attached for submission 
in this record) advising that consolidation of the First New Haven Notional Bank and 
the Union & New Haven Trust Co. would violate the Sherman Act.) But mergers may 
survive Sherman Act standards yet fall before the Clayton Act’s more stringent bans. 
Confress clear obiect in its 1950 »mendment of section 7 was to strike some mergers beyond 
the reach of the Sherman Act. Thus, the Senate report on the 1950 amendments makes 
clear that the “bill is not intended to revert to the Sherman Act test. The intent here * * * 
is to cope with monopolistic tendencies in their incipiency and well before they have 
sttained such effects 9s would iustify a Sherman Act proceeding.” (S. Rept. 1775, 81st 
Cong., 2d sess. 4-5 (1950).) See also U.S. v. E. I. duPont de Nemours € Co., 353 U.S. 
586, 589: U.S. v. Bethlehem Steel Corp., 168 F. Supp. 576, 582-583 (S.D. N.Y. 1958) 
U.8. v. Brown Shoe Co., — F. Supp. — (E.D. Mo., 1959), C.C.H. Trade Reg. Rep. par. 69, 


32. 
“Financing Small Business,’ report to the Ti 1908 on Banking and Currency by the 
Federal Reserve Board, 85th Cong., dated Apr. 11, 1958, 24. 
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Federal banking agency.’ In “granting or withholding consent under 
this subsection” the bill goes on— 


the Comptroller, the Board, or the Corporation, as the case may be, shall consider 
the factors enumerated in section 6 of this act.” 


And most important for present purposes, S. 1062 now specifies : 


* * * In the case of a merger, consolidation, acquisition of assets, or assump- 
tion of liabilities, the appropriate agency shall also take into consideration 
whether the effect thereof may be to lessen competition unduly or to tend unduly 
to create a monopoly, and, in the interests of uniform standards, it shall not 
take action as to any such transaction without first seeking the views of each 
of the other two banking agencies referred to herein with respect to such 
question. In the case of a merger, consolidation, acquisition of assets, or 
assumption of liabilities, the appropriate agency shall request a report from 
the Attorney General on the conrpetitive factors involved in the merger. The 
Attorney General shall furnish such report to such agency within 30 calendar 
days of the request.’ 

So much for a brief sketch of S. 1062. In this light, what difficulties 
do S. 1062’s terms pose? And what areas for improvement do we 
suggest? Both issues I treat within the context of the Senate's ap- 
parent decision that bank mergers should be passed upon initially 
not by the courts but by appropriate banking agencies, and that “it 
was preferable to handle bank mergers under rules specifically de- 
signed for the banking industry.” § 

Suggestions proposed, essentially clarifying and procedural in 
nature, would alter the pending bill in two broad ways: First, ad- 
vising appropriate banking agencies, the Attorney General would 
gage each proposed merger, not by comparatively untested criteria, 
but instead by traditional competitive standards construed by the 
courts—the standard of whether “the effect thereof may be substan- 
tially to lessen competition, or to tend to create a monopoly.” Sec- 
ond, though banking agencies might approve even anticompetitive 
mergers where specified banking needs so required, the measure should 
specify hearings and court review in the limited circumstance where 
the Attorney General recommends against a bank merger on com- 
petitive grounds—but the appropriate banking agency nonetheless 
proposes, on banking grounds, to approve it. 

A. Clarity and uniform application of the law require substituting 
“substantially to lessen competition” for the bill’s present “to lessen 
competition unduly” phrasing. Not at all clear is whether the bill’s 


5Such “prior written consent’? must be, according to the bill, “(i) of the Comptroller 
of the Currency if the acquiring, assuming, or resulting bank is to be a national bank or a 
district bank; or (ii) of the Board of Governors of the Federal Reserve System if the 
acquiring, assuming, or resulting bank is to be a State member bank (except a district 
bank) ; or (ili) of the Corporation if the acquiring, assuming, or resulting bank is to be a 
nonmember insured bank (except a district bank).”’ 

* These factors are summed up in the Senate report, p. 2, as: “* * * the financial 
history and condition of the bank, the adequacy of its capital structure, its future earnings 
prospects, the general character of its management, the convenience and needs of the 
community to be served by the bank, and whether or not its corporate powers are consistent 
with the purposes of that act.” 

™To make such reports by the Attorney General meaningful, the congressional design 
seems to require that at the time of any such request made to the Attorney General, the 
Federal banking agencies make available to the Attorney General all information in their 
files which would be relevant to the Department’s determination of the competitive effects 
of the merger. Since such information is generally to be found in the files of the banking 
agencies, and since the Attorney General would not, under the terms of S. 1062, have 
compulsory process to obtain such information from the merging banks, such cooperation 
would be essential to the prompt and complete performance of the responsibilities given 
to the Attorney General under the terms of this bill. 

5S. Rept. 196, supra, p. 21. 
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present language states a more or less stringent competitive test than 
our amendment proposes.® 

Since the bill’s “unduly” phrasing has not been analyzed specifically 
by the courts ?° it would write into law a comparatively undefined 
competitive standard. As Federal Reserve Board Chairman Martin 
put it: 


(We) recognize * * * that you have a legal groundwork for substantially 
lessening competition already in the framework of the law and that it may not 
be possible to use unduly lessening competition. 


In sharp contrast, the “substantially lessening competition” phras- 
ing has ofttimes been construed by the courts."2 This is the standard 
banking agencies have testified they in fact apply to bank mergers 
within their jurisdictions.** This is the standard now applied to 
mergers under the Bank Holding Company Act.’* This is the stand- 
ard Congress has specified for bank stock ‘ac quisitions. In short, we 
know what this language means and it has long been applied to the 
banking field. It should be included in the present bill. As the 
Comptroller of the Currency has put it : * 


We have no objection to the principle that the acquistion of one bank by 
another through purchase, merger, or consolidation should not be permitted if 
the effect of the acquisition may be substantially to lessen competition. It is 
no less important to have competition in banking, when this can be done soundly, 
as it isin other fields of commerce and industry. 


Contrary to the Senate committee’s apparent apprehension, inclu- 
sion of the traditional “substantial lessening of competition” standard 


®As the Comptroller has testified, comparing “unduly” with the “substantially” test, 
“Well, I think it would add up to a great—to pretty much the same thing * * * we are 
thinking about the same thing, that is, ‘unduly,’ ‘unhealthy.’ We want healthy competi- 
tion. We don’t want to lessen competition in an unhealthy manner.” (Hearings before 
~ House Antitrust Subcommittee on H.R. 264 and H.R. 2143 (85th Cong., 1st sess.), p. 

72) 

The bill’s “unduly” standard is apparently meant to parallel provision governing 
mergers of carriers under the Interstate Commerce Act. See 49 U.S.C. 5. However, this 
phrasing’s relation to the Clayton Act’s “substantially lessening” standard has not, in the 
few court cases involving this provision, been analyzed. See, e.g., McLean Trucking Co. v. 
U.S., 321 U.S. 67; Minneapolis & St. Louis Ry. Co. v. U.S., 165 F. Supp. 893, 899. No 
other regulatory statute, to our knowledge, contains such phrasing. See, e.g., statutes 
reviewed in “Report of the Attorney General’s Committee To Study the Antitrust Laws’ 
(1955, pp. 261-270, particularly footnote 2, p. 261. 

1 Hearings on legislation affecting corporate mergers, before Senate Antitrust Subcom- 
mittee, 84th Cong., 2d sess., May 23, 1956, p. 52. 

12 See, e.g., U.S. V. DuPont, 353 U. S. 586: Standard Oil of California v. U.S., 337 U.S. 
293; U.S. V. Bethlehem Steel Corp. et al., 168 F. Supp. 576 (S.D.N.Y.), American Crystal 
Sugar Co. v. Cuban American Sugar Co., 152 F. Supp. 387 (S.D.N.Y.), aff’d 259 F. 2d 524 

“In determining whether the approval of this Office will be given to any merger or consoli- 
dation, the Comptroller considers. among other things, how the proposed merger will 
affect the particular banks involved, the soundness of the national banking system, and 
the convenience and needs of the community concerned. There may be technical question 
as to the specific application of section 7 of the Clayton Act to these mergers. However, 
it has been the practice of the Comptroller before giving his approval to determine whether 
the effect of the merger, ‘in any section of the country * * * may be substantially to 
lessen competition, or to tend to create a monopoly,’” (“Hearings, Committee on Banking 
and Currency, U.S. Senate,” 86th Cong., 1st sess., p. 100). 

13 ee the Comptroller wrote the chairman of the House Judiciary Committee, Mar. 14, 


i“ Si. Bank Holding Company Act, 70 Stat. 134, 12 U.S.C.A. 1842. In commenting 
upon the application of this section, Vice Chairman Balderston has stated, “Section 3(c) 
of the Bank Holding Company Act requires the Board, in passing upon each application 
by a bank holding company for approval of its acquisition of bank stock, to consider certain 
specific factors, including whether or not the effect of the proposed acquisition would be 
to expand the size or extent of the holding company system beyond limits consistent with 
the public interest and the preservation of competition in the field of banking. The con- 
cept involved in this factor is a broad one, and in the Board’s opinion adequate considera- 
tion of the facts in this regard necessarily involves consideration of the standards men- 
tioned in section 7 of the Clayton Act, that is, whether in any line of commerce in any 
section of the country the effect of such acquisition might be substantially to lessen com- 
oor or to tend to create a monopoly.’ (Letter dated Jan. 18, 1957, from C. C. 

3alderston, Vice Chairman of the Federal Reserve Board to Congressman Emanuel Celler, 
chairman of the House Judiciary Committee. ) 

1% “Hearings Before Antitrust Subcommittee, House Committee on the Judiciary on 
H.R. 5948 (Bank Mergers),”’ p. 71 (84th Cong., 1st sess.). 
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need not mean turning down bank mergers where particularized bank- 
ing needs would point to approval. To meet this problem, we suggest: 
(1) inclusion of the “substantially lessening” standard with (2) 
provision specifying that, upon findings of particularized banking 
need by the appropriate banking agency, a bank merger might be ap- 
proved even though the prescribed anticompetitive consequences were 
threatened. 
. ‘ : ‘@) 2 

Let me explain. The Senate committee report on S. 1062 states 
(pp. 19-20) : 

A number of examples were cited to the committee where the public interest 
would clearly require that a proposed merger should be approved even though 
a definite and substantial lessening of competition could be expected : 

The representative of the American Bankers Association testified as follows: 

“Moreover, there are certain circumstances in which bank mergers may 
substantially lessen competition and yet be desirable in the interest of the 
public and sound banking, such as the following practical examples: 

“1. Where there is a reasonable probability of the ultimate failure of the 
bank to be acquired. 

“2. Where because of inadequate management the acquired bank’s future 
prospects are unfavorable. 

“3. Where the acquired bank is a problem bank with inadequate capital or 
unsound assets and its acquisition by another bank would be the best practical 
means of dealing with the problem. 

“4. Where the acquired bank has no adequate provision for management 
succession or its management is incompetent. 

“5. Where the acquired bank is an uneconomic unit or is too small to meet 
the needs of its community by providing loans of sufficient size or by providing 
needed banking facilities. 

“6. Where several banks in a small town are compelled by an overbanked 
situation to resort to unsound competitive practices which may eventually 
have an adverse effect upon the condition of such banks and the merger of the 
two or more banks would, therefore, be in the public interest.” 

This committee might well conclude that a bank merger falling 
within such categories should not. be prevented by this act. This 
result does not, however, require the adoption of the vague “unduly” 
test and the equally vague standards of section 6 of the Federal 
Deposit Insurance Act. 

Rather, it should be accomplished by providing initially that 
consent to any merger shall not be granted— 
where in any section of the country the effect thereof may be substantially 
to lessen competition or to tend to create a monopoly. 

However, the measure might further specify that this provision 
would not bar a merger where the appropriate banking agency finds 
that any of specifically enumerated banking exigencies prevail. 

S. 1062, as thus amended, would retain the “substantially” test 
which we believe essential to its objective of successfully checking the 
present trend toward banking concentration. And specific findings 
of a particularized banking need deemed to warrant an exception to 
the policy favoring competition would enable some meaningful court 
review. At the same time it would insure approval for those mergers 
which, for the reasons specified, this committee might deem in the 
public interest. 

B. The bill should provide for hearings and court review in the 
event the Attorney General recommends against a merger on com- 
petitive grounds, but the appropriate banking agency nonetheless 
planned, on banking grounds, to approve it. S. 1062 makes no pro- 
vision for such hearing. Thus, the Attorney General who might fur- 
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nish his views would have no right to a hearing and court review of a 
banking agency decision for approval. 

Procedures should be specified paralleling those now found in the 
Bank Holding Company Act. Under the Holding Company Act, pro- 
cedures for hearing and court review have apparently worked smoothly 
and provoked no objection. And under 8. 1062, hearings and court 
review in the limited circumstance where the Banking Agency deems 
warranted an exception to competitive standards should pose no undue 
burden. 

Matters involved in bank acquisitions may be much too important 
for determination without a hearing and without any record for review 
by a court. 

As the Supreme Court put it more than a half century ago (M/organ 
v. United States, 298 U.S. 468, 480-1) : 


A proceeding of this sort requiring the taking and weighing of evidence, deter- 
minations of facts based upon the consideration of the evidence, and the making 
of an order supported by such findings, has a quality resembling that of a judicial 
proceeding. Hence, it is frequently described as a proceeding of a quasi-judicial 
character. The requirement of a “full hearing” has obvious reference to the 
tradition of judicial proceedings in which evidence is received and weighed by 
the trier of the facts. The “hearing” is designed to afford the safeguard that 
the one who decides shall be bound in good conscience to consider the evidence, 
to be guided by that alone, and to reach his conclusion uninfluenced by extraneous 
considerations which in other fields might have play in determining purely execu- 
tive action. 

CONCLUSION 


S. 1062, as perfected, should meet those banking needs asserted by 
the appropriate Federal banking agencies. Such needs prompted the 
Senate Banking and Currency Committee to conclude that— 


it was preferable to handle bank mergers under rules specifically designed for 
the banking industry. 


1 At present the Bank Holding Act (12 United States Code, sec. 1842(b)) provides 
that if the Comptroller or any State supervisory authority disapproves an application to 
merge, “‘the Board shall forthwith give written notice of that fact to the applicant. Within 
3 days after giving such notice to the ge eny the Board shall notify in writing the 
applicant and the disapproving authority of the date for commencement of a hearing by it 
on such application. * * * The length of any such hearing shall be determined by the 
Board, but it shall afford all interested parties a reasonable opportunity to testify at such 
hearing. At the conclusion thereof, the Board shall by order grant or deny the application 
on the basis of the record made at such hearing.” And 12 United States Code, sec. 1848 
provides, “Any party aggrieved by an order of the Board under this chapter may obtain 
a review of such order in the U.S. court of appeals, * * *.’”’ 

Again, following the bank holding company pattern, this committee should also include 
a savings clause similar to that in the Bank folding Company Act. Section 11 of that 
act (70 Stat. 183, May 9, 1956), provides : 

“Nothing herein contained shall be interpreted or construed as approving any act, action, 
or conduct which is or has been or may be in violation of existing law, nor shall anything 
herein contained constitute a defense to any action, suit, or proceeding pending or here- 
aay t instituted on account of any prohibited antitrust or monopolistic act, action, or 
conduct.” 

Such a savings clause would make explicit what we believe to be the intent of Congress 
that this legislation should not be construed to interfere with the enforcement of the 
Sherman or Clayton Acts to the extent that they now apply in the banking field. Thus, 
the Senate report in discussing the application of the Sherman Act to bank mergers stated 
that “S. 1062 would not affect in any way the applicability of the Sherman Act to bank 
mergers or consolidations.” (S. Rept. 196, supra, p. 3) The banking agencies apparently 
concur in this position. In testimony concerning bank merger legislation, Federal Reserve 
Board Chairman Martin stated: (hearings before the Senate Antitrust and Monopoly 
Subcommittee, 84th Cong., Ist sess., p. 691) 

“However, it should be clearly provided that if the Attorney General has not been pre- 
Viously consulted by the appropriate bank supervisory agency and has not indicated an 
absence of objection on his part, he would continue to have full authority to institute 
proceedings under the Clayton Act, if he should deem it desirable, with respect to any 
situation resulting from the particular merger or consolidation.” 
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At the same time, the measure, if amended, could make real strides 
toward promoting that competition in banking which is so vital to 
growth of new and small business. 

To sum up, Mr. Chairman, treating this problem, I make four 
points: 

First, all agree that the problem of increasing bank concentration 
via merger is ripe for legislative solution. 

Second, how does S. 1062 as passed by the Senate and pending before 
this committee seek to meet. the problem ? 

Third, what difficulties does this Department see in the way S. 1062 
proposes to meet the problem / 

And fourth, what suggestions or areas for change does this Depart- 
ment think it might be helpful for this committee to consider ? 

These suggestions for change are offered within the context of the 
Senate’s apparent decisions and this committee’s apparent preference, 
(1) that banking mergers should be passed upon, initially at least, by 
appropriate banking agencies, and (2) that under certain cireum- 
stances, thus far not completely defined, particularized banking needs 
should warrant approval of a banking merger even though that merger 
might fall before the Clayton Act. 

First, really, why is some legislation necessary now? I think the 
record of the Senate hearings, and hearings before this committee are 
replete with a quite comprehensive statistical analysis of the pattern 
of concentration via merger in the field of banking. 

Why is this important? Why is competition important in the field 
of banking? First, for the impact of competition on banking opera- 
tions themselves—and that may be significant to those of us who are 
devoted to our free competitive system. Our belief is that the pres- 
sures of competition are in themselves worthwhile and do prod people 
to do better jobs, to innovate more promptly to serve their communi- 
ties better. 

But there is a second reason why competition in banking is par- 
ticularly important, and here I refer you to a very comprehensive 
study by the Federal Reserve Board, which was submitted to this 
committee, detailing the extent to which new and small businesses 
uniquely depend upon commercial banks for capital needed to expand 
and go into new lines of business. So competition in banking is im- 
portant not only for its own sake, for its impact on the operation of 
banks, but competition in banking is important for a second reason, and 
that is because of its impact on new and small business ability to 
grow. The reason small business depends on commercial banks is 
sasily explained. It is expensive to go to an equity market. You need 
an established name. Flotation expenses may be substantial. The 
risks of flotation of securities by a new relatively unknown company 
can be significant. 

So a new business, a small business wanting to expand must rely 
on a commercial bank—generally a neighborhood bank—for needed 
capital, and to the extent that the number of sources to which he can 
go is seriously restricted, his ability to expand and go into new lines 
of business is in turn limited. 

After all, the judgment as to whether or not to make a loan is a 
pretty intangible one. What to one banker is a good risk, a good 
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going enterprise, something that is worth the risk of his bank, to 
another is not, and to the extent that you cut down the number of 
bankers to which a new or small business can go, you really have made 
a basic impact on new and small business growth. That is really the 
problem. 

The Senate committee, after study and conducting quite lengthy 
hearings, came up with this flat conclusion. It said, ‘at page 2 of its 
report: 

In short, at the present time many, perhaps most, bank mergers can proceed 
with little or no consideration of competitive factors. 

That is the problem. Competition is important in banks and there 
is presently no real assurance of competitive safeguards in scrutinizing 
bank mergers. 

Second, how does S. 1062, passed by the Senate and pending before 
this committee, propose to meet the problem? The first thing it does 
is provide that most bank mergers have to be approved by one of the 
appropriate banking agencies—the Federal Deposit Insurance Cor- 
poration, the Comptroller of the Currency, or the Federal Reserve 
Board. 

Beyond that, in granting or withholding such approval S. 1062 says 
that the appropriate banking agency shall consider in addition to the 

various criteria enumerated 1 in the Federal Deposit Insurance Com- 
pany Act the question whether or not this particular merger may tend 
unduly to lessen competition, or tend unduly to monopoly. 

Finally, applying this 2 see standard, S. 1062 obliges the 
appropr iate banking agency to get a report from the Attorney General. 
That is briefly the pr oblem and how S. 1062 seeks to meet it: 

Thirdly, what difficulties do we see in S. 1062’s approach? There 
are at least two: 

The first problem is the competitive standard and the second is the 
absence of some assurance of hearing and court review. 

Let us together consider, first, the issue over the competitive 
standard. 

Here I would like to go back to Congressman Multer’s questioning 
yesterday, the day before, and today. “He seemed to phrase the issue 
in terms of whether this committee should apply the Clayton Act with 
all its force on the one hand, or on the other, adopt the “unduly” 
standard. 

I do not believe that such is inevitably the issue. Because it may 
well be feasible to blend both approaches. 

The general pattern I suggest is the one that Congressman Celler 
advanced in his amendments. That. is, first, require ‘that the appro- 
priate banking agency consider the Clayton Act standard of competi- 
tion, but provide - for certain specific exceptions. In carefully defined 
instances where particularized banking needs compel the conclusion 
that the public interest requires approval of a merger, the Clayton 
Act standard for competition would not require disapproval. 

Now really, a lot of the questioning in the past couple of days has 
been directed toward “What is all the shooting about?” Why does 
this Department urge the Clayton Act st andard with partic ularized 
exceptions is satisfactory, and that the vague “unduly” standard is 
not? Why do we suggest this is an important issue ? 
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I would like to try to explain why the “substantially” test should 
be adopted. Bear in mind—and this is putting my self in your posi- 
tion of appraising these different points of view—the Comptroller 
of the Currency, for the past 4 years, has assured the Congress that 
he will not approve any merger that may substantially lessen compe- 
tition or tend to monopoly. That is the straight Clayton Act test. 
Now the Congress is told that if it writes into law a weaker competi- 
tive standard—Cl: ayton Act test with specific exceptions to meet par- 
ticular banking needs—then bank mergers which might be in the 
public interest ‘would have to be turned down. 

In this circumstance, this committee’s quandary is understandable. 
On the one hand, the Congress is told that the Clayton Act standard 
without any exception has in fact been governing banking agency con- 
duct. On the other hand, the committee is now assured “that if it 
writes into law a weaker standard—the Clayton Act test with specific 
exceptions to meet particular banking needs—then the public interest 
will suffer. This argument just won’t wash. 

The second reason I think the committee might want to consider 
the Clayton Act approach with specific exceptions builds on the first. 
The conclusion that there are circumstances where the Clayton Act 
should not apply with full vigor in banking is one which might be 
quite appealing to you. 

Sut, in light of this history, do you want to write a blank check? 
Isn't the preferable course, instead, to say “All right. There are cer- 
tain circumstances where the public interest should require approval 
of these mergers. Let us spell them out. Mismanagement; danger 
of mismanagement; overbanked community”—situations which you 
gentlemen who have had long experience in this field can spell out. In 
those circumstances give the Federal banking agency, on a specific 
finding, the power to say “Well, there may be a substantial lessening 
of competition but these other factors require approval.” 

Now what is the advantage of requiring a specific finding? It isa 
simple one. With a specific finding plus court review, you have some 
check. Otherwise you do not at all. Let me explain. 

Assume the banking agency would get a report from the Attorney 
General that a partic ular mer ger may substanti: ally lessen competition. 
Assume, further, the banking agency may feel “W ell, we have a mis- 
management situation and public interest. requires approval,” and 
approves the merger. Under those circumstances, the limited circum- 
stances where the Attorney General recommends that the merger would 
substantially lessen competition, but the banking agency “feels for 
particularized reasons the public interest nonetheless requires ap- 
proval, under that circumstance there should be right of hearing and 
court review. That is the essence of the proposal. 

Now I would like to try to meet Congressmen Moorhead’s and 
Barr’s points about the wisdom of hearings. 

First, I think a hearing is necessary only i in a very, very limited 
circumstance, where the “Attorney General has reported that the 
merger would violate the Clayton Act but the appropriate banking 
agency nonetheless plans to approve. In other words, this is not the 
run-of-the-mill case. It is a very limited circumstance. And, after 
all, it must be a limited circumstance because the Comptroller of the 
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Currency has assured the Congress that he has never approved a 
merger which might substantially lessen competition anyway. 

So it is ver y hard to argue that these hearings in these circum- 
stances are going to be legion. 

Second, hearings have worked out fine under the Bank Holding 
Company Act. Nobody has suggested arguments about mismanage- 
ment or overbanking have hurt the banks. 

Third, should there be situations where you do not want certain 
information spread in the public record, the Federal courts for years 
have had procedures for sealing or preserving confidential certain 
parts of trials which are sealed and sent up on appeal. So there are 
numerous practical ways of meeting this hearing problem. 

Well, that is very briefly the essence of what our position is. We 
say : “Look, if you want to reach the conclusion that. the Clayton Act 
should not apply with full force to banks, then do not adopt this novel 
“unduly” standard, which some define exactly the way the Sherman 
Act is now applied.” If you adopt the “unduly” standard with the 
Comptroller of the Currency’s construction you are not changing 
existing law at all. 

I think we would be kidding if we did not make that clear to this 
committee. Really it is just going back to the Sherman Act test, 
which is authority we already have now. 

So my suggestion is first to try to meet the problem of specialized 
banking needs by applying the general Clayton Act standard and carv- 
ing out particular exceptions and, secondly, assure that the congres- 
sional will is in fact carried out and carried out uniformly to provide 
for hearings and court review, specifically in limited cire umstances. 

That is about what our position comes down to. I think it has been 
a long morning for you and I have tried to capsule our position as 
quickly as I could. 

Thank you, Mr. Chairman. 

Mr. Brown. Are there any questions of the Assistant Attorney 
General ? 

Mr. Mutrer. I am stumped for questions, Mr. Chairman. Mr. 
Bicks has given us a very fine summary of the situation and has made 
a very fair presentation. I think it is important, because it is that 
of another agency of the administration. The only question that 
occurs to me—I remember we asked the other agencies in the course 
of the hearing—what is the administration’s position on this, we have 
the C omptroller of the Currency coming in and stating he wants one 
thing, and the Attorney General, art of the same administration, 
coming in and saying something else. They are in agreement that 
we need a bill, but the Attorney General says this bill does not change 
the law unless we amend it so it will change the law. 

I would like to ask Mr. Bicks to state which position—if it embar- 
rasses him and he wants me to I will withdraw the question—which 
comes more closely to the administration position on this bill, that 
of the Attorney General or that of the Comptroller ? 

Mr. Bicxs. I think that question is entitled to a perfectly candid 
answer. 

First, the statement I delivered this morning was cleared word for 
word with the Bureau of the Budget. 

Second, I think the position the President has taken in his last four 
economic reports is that some legislation is called for. I think 
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throughout there has been disagreement between the various agencies. 
His recommendation has not attempted to resolve that disagreement. 
That the disagreement reflects quite serious policy differences, policy 
differences which under our system it is quite appropriate that the 
representative branch of Government, i.e., the Congress, resolve. 
What I have tried to do is state what policies seem to me, at least, 
to argue for adoption of the position the Attorney General has taken. 

Mr. Mut rer. Thank you. 

Mr. Brown. Any other questions? 

Mr. Hiesranp. Mr. Chairman. 

Mr. Brown. Mr. Hiestand. 

Mr. Hresranp. I very much appreciate the clarifying statement Mr. 
Bicks has made. I have not had a chance to read his formal statement 
but I would like to ask, rather bluntly, does your Department feel 
that it is in the public interest to require reports on all consolidations, 
sales, and mergers, and so forth, of banks ? 

Mr. Bicxs. C ongressman Hiest and, I think realistically what would 
happen is that in the great bulk of ases the reports would be almost 
perfunctory. I refer “to those mergers or consolidations where the 
competitive factors are not significant. 

I do not think it is as important that reports be required in all 
instances as it is that the decision as to whether or not reports are 
called for be made by one person. In other words, I would not want 
to see each of the three banking agencies applying different standards 
as to when they ask for reports. I would not think it would be amiss 
to require notice to the Attorney General, with an opportunity for a 
report, when he wanted to report, with full access to material. In 
short, I do not think there is much wrong with the present provision 
because it would work out practically that in most mergers where 
competition is not a significant factor the report would be perfunc- 
tory almost ; second, if you do not want to require reports in all situa- 
tions I think the committee might want to consider whether the 
decision as to whether or not a report should be given should be cen- 
tralized so that uniform standards would apply. 

Mr. Hiestanp. Under our organization, if we were to centralize 
it, it would have to be in the Attorney General’s Office ¢ 

Mr. Bicks. Right. We would not object. 

Mr. Htesranp. The other three, their responsibilities are clearly 
defined ? 

Mr. Bricks. Right. 

Mr. Hirstanp. But if we write it into the law, then it has got to be 
required. Each one of them has to get a clearance. 

Mr. Bricks. No; it is not a clearance. 

Mr. Hrestanp. You do not like the term ? 

Mr. Bricks. No; I do not believe it applies in this context. Because 
under the the Senate bill, the appropriate banking agency can say 
“Not only do I think particularized banking needs argue approval for 
this merger, but I disagree with the Attorney General’s analysis of 
the competitive factors.” In other words, the report by the Attorney 
General would be akin to a lawyer advising a client, which advice the 
client is free to accept or reject. 

This was brought out yesterday. I believe you asked whether this 
was an opinion of the Attorney General. This is not an opinion of 
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the Attorney General. Because an opinion of the Attorney General 
is binding on all members of the executive. We are not asking for 
that. All we are saying is this: “You go ahead and exercise your in- 
dependent judgment even on competitive factors, but if | we disagree, 
the opportunity should remain to put the issue to a court.’ 

Mr. Hiesranp. The responsibility then clearly remains with the 
agencies ¢ 

Mr. Bicks. That isright. That is where I think it should be, subject 
to court review. 

Mr. Hrestanp. For final decision. 

Mr. Bricks. Yes, sir. If you are going to follow this approach you 
have to have it that way. ‘All we are saying is if you do that, where 
there is disagreement over whether the law “has been complied with, 
such disagreement should be resolved by a court. 

Mr. Hissranp. Thank you. That is very clear. 

Mr. Mutrer. I think then one of the agencies suggested that instead 
of requiring a report as the bill does, that we require the Attorney 
General’s opinion. From what you said that would lengthen the bill. 
They would be bound by your opinion. 

Mr. Bricks. Oh, yes; it would. 

Mr. Brown. I understood you to say that your statement has been 
cleared with the Director of the Budget. 

Mr. Bicxs. No; withthe Bureau of the Budget, sir. 

Mr. Brown. All right. Who was it cleared with ? 

Mr. Bicxs. Through our normal liaison. Our policy is to submit 
congressional statements to the Budget for clearance. 

Mr. Brown. When was it cleared ? 

Mr. Bicxs. It was cleared orally, by telephone, to me, at roughly 
10:30 in the morning of Wednesday, February 17, 1960. 

Mr. Brown. Any other questions, gentlemen? If not, you may be 
excused, Mr. Bicks. 

Mr. Moorneap. Mr. Chairman, may I ask one question. 

Mr. Brown. Allright. Let us hurry it along. 

Mr. Moorneap. Mr. Bicks, in a case of an emergency, where the 
banking agency has considered there is an emergency, where one of the 
banks to be acquired might fail, would you agree that no report by 
the Attorney General would be required, and that no hearing would 
be required ? 

Mr. Bicxs. Yes; I would. In a case where there is an imminent 
failure, there could not possibly be any impact on competition. Were 
the procedure for court review included, then in any situation where 
this power was abused you could take it to court and upset the 
approval. 

Mr. Moorneap. Thank you. 

Mr. Bicxs. Thank you very much, Mr. Chairman. 

Mr. Brown. Mr. Bicks, did you make a statement before the Senate ? 

Mr. Bicxs. A statement was submitted to the Senate committee. 

Mr. Brown. Was that cleared with the Bureau of the Budget ? 

Mr. Bricks. Last year? I do not know, sir. I assume it was since 
it accompanied a letter from Deputy Attorney General Walsh. 

Mr. Brown. We will recess, to reconvene at 2 o’clock, and we hope 
to get through with the remainder of our witnesses this afternoon. 

(W hereupon, at 12 noon, the committee was recessed, to reconvene at 
2 p.m., the same day.) 
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AFTERNOON SESSION 


Mr. Brown. The committee will come to order. 

Mr. DuBois and Mr. Harding, you gentlemen may take the stand. 
We are very happy to have you gentlemen, and you have been very 
patient in staying with us until this time to testify. 

You may proceed in any way you desire. Do you both have written 
statements ¢ 

Mr. DuBots. Yes, Mr. Chairman. I will go first. 

Mr. Brown. Allright. 


STATEMENT OF BEN DuBOIS, SECRETARY OF THE INDEPENDENT 
BANKERS ASSOCIATION, 12TH FEDERAL RESERVE DISTRICT 


Mr. DuBors. Mr. Chairman and members of the committee: My 
name is Ben DuBois. I am secretary of the Independent Bankers 
Association. Our office isin Sauk Centre, Minn. 

I have appeared before your committee numerous times. You have 
listened patiently to my testimony. I don’t want to try the patience 
of this committee unduly—I don’t like that word—I mean substan- 
tially and therefore my statement this morning will be brief. 

Through the years your committee and the Congress have passed 
legislation to check the monopolistic trend in the banking field. Your 
acts strongly indicate that you believe the people of this country are 
served best by a diffused competitive system of banking. The Bank 
Holding Company Act of 1956 is a recent example. 

The proponents of bigness are now using the merger route with 
which to expand. The rash of mergers in recent years has brought 
forth recommendations for merger legislation by Members of the Con- 
gress. The President has called attention to the need for merger 
legislation. 

The bill before us, S. 1062, is a good bill, but with a few changes 
it could be made into a better bill. S. 1062 does not go quite far enough 
in prohibiting mergers. 

We believe the word “unduly” as it appears in this act should be 
changed to “substantially.” In the opening paragraph of this act on 
the third line, substitute the word “substantially” for the word “un- 
duly” and strike the second use of the word “unduly.” This paragraph 
would then read: 

To amend the Federal Deposit Insurance Act to provide safeguards against 
mergers and consolidations of banks which might lessen competition substantially 
or tend to create a monopoly in the field of banking. 

On line 15 of the second paragraph, the same change should be made. 

Those who do not want any merger legislation, but feel that it can- 
not be avoided, desired a loophole in the use of the word “unduly.” 
As used in this act, the word “unduly” is hard to fathom. It will 
probably take time and court action to have it clarified and the word 
‘substantially” is in the Clayton Act and its meaning is understood. 

We believe the Congress would be helpful to those agencies that 
must administer the act to spell out the conditions that would justify 
mergers. A proposed merger that might substantially lessen compe- 
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tition should not be the sole deciding factor. The following directives 
should also be considered in granting permission for a merger: 

1. If the administering agencies find there is a reasonable prob- 
ability of the ultimate failure of the bank to be acquired. 

_ 2. Or, if there exists incompetent management that can be corrected 
in no other way except through merger or consolidation with the 
acquiring bank. 

3. Or, if a bank has inadequate capital that cannot be corrected 
or assets of a doubtful value so as to make acquisition by another bank 
the only practical way of handling the situation. 

4. Or, where there are a number of banks in a town too small to 
support that number of banks and where the competitive urge is so 
strong that unsound practices will be engaged in. 

These factors enumerated above would have stopped a large percent- 
age of recent mergers. This has not been a period when weak banks 
were acquired by another banking institution. It is a time when 
profitable banks, banks with good management, a good future, have 
been merged. 

In the American Banker, January 29, 1960, there is this caption on 
an article concerning mergers : “54 in Top 300 Banks Merge or Absorb 
72 Others in 1959.” A race through mergers to be the biggest is an 
unhealthy situation. 

We have tried to keep our recommendations for amendments to a 
minimum. We believe the recommendations we have made are neces- 
sary if this proposed legislation is to do the job that is required of it. 
The Congress must close the door without delay on this type of bank 
expansion that follows a monopolistic trend. There are other amend- 
ments that perhaps will be proposed that would further strengthen the 
bill. The banking industry and the Nation need this legislation and 
to minimize controversy, we have held our recommendations to the 
minimum. 

It seems to me, Mr. Chairman, that this word “unduly” and this 
word “substantially” have been threshed about quite a bit in these 
3 days of hearings, and it is quite apparent sir, I believe, that the 
word “unduly” is not fully understood. I think the comment made 
by many different witnesses indicates that clearly. 

Thank you. 

Mr. Brown. I have suggested that Mr. Harding now read his 
statement and then you may both be subject to examination. 

Go right ahead, Mr. Harding. 


STATEMENT OF HARRY J. HARDING, HONORARY PRESIDENT, IN- 
DEPENDENT BANKERS ASSOCIATION OF THE 12TH FEDERAL 
RESERVE DISTRICT 


Mr. Harpine. Mr. Chairman and members of the committee, my 
name is Harry J. Harding. I am president of the First National 
Bank of Pleasanton, Pleasanton, Calif., a $4-million bank. There is 
a branch of the Bank of America in our town and in a town 5 miles 
away there are two branch banks with a third soon to open. I men- 
tion this to show that our bank has plenty of competition, and we 
thrive on it. 
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I represent the Independent Bankers Association of the 12th Fed- 
eral District, of which organization I am honorary president. Our 
association compr ises banks in the States of Arizona, Utah, Idaho, 
Nevada, Washington, Oregon, California, Alaska, and Hawaii. Not 
many years ago, ‘T could say that in our area there were over 500 in- 
dependent banks, but by reason of mergers, today our membershsip 
has been reduced to 282 banks. 

Throughout our history, our association has urged enactment of 
proper legislation to prevent monopolistic control “of banking. We 
have been urging legislation to regulate bank mergers for years, but 
we want legislation that will be effective and not aggravate the prob- 
lem. Very “definitely, the bill before you is a far stronger bill than as 
originally proposed in the Senate by reason of the addition of the 
two amendments, vigorously urged upon the Senate by the independ- 
ent bankers—first, the requirement that the Federal supervisory agen- 
cies shall obtain the views of the Department of Justice as to the com- 
petitive factors involved in any merger, and second, the requirement 
that semiannual reports of all mergers approved must be filed with 
Congress. 

Congress, over the years, has repeatedly enacted legislation declar- 
ing that this country should have a system of local, competitive banks 
under diffused control. This intent of Congress has been thwarted 
by the merger process. 

The Clayton Act in section 7 prohibits bank mergers through stock 
acquisition where the effect might be substantially to lessen competi- 
tion or tend to a monopoly. However, the wording in section 7 left a 
gap by which a bank can acquire the assets of another bank and avoid 
the provisions of section 7. It is by the acquisition of assets that prac- 
tically all bank mergers are consummated today. The need to plug 
this loophole has been long recognized, and a number of bills, to amend 
section 7 of the Clayton Act to also cover mergers by asset acquisitions, 
have been introduced in Congress in recent. years. 

The bill before you represents a different approach to the problem. 
Instead of amending section 7 of the Clayton Act so as to cover all 
bank mergers, it amends the Federal Deposit Corporation Act and 
sets up different standards to apply in the case of mergers affected by 
acquisition of assets. Regardless of how a merger is effected, the end 
result. is the same. 

The continuing disappearance by merger of many banks each year, 
unless checked, foretells the doom of our present American system 
of locally owned and competitive banks. 

Congress, by enacting the Clayton Act, has declared that it is in the 
public interest that there be competition—that substantially lessened 
competition or a tendency to monopoly is to be prevented; that is the 
will of Congress. 

Others have presented statistics showing how mergers have steadily 
whittled down the number of banks serving our greatly expanded 
economy and increased population; how mergers have also helped 
bring about a terrific concentration of banking control, not in the 
small towns or cities, but in the major financial centers, until today 
less than 3 percent of the banks have more than 63 percent of the 
deposits of all commercial banks, and the 100 largest banks control 
more than 48 percent, almost one-half of the country’s commercial 
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bank deposits. I therefore will not repeat these figures. We do 
agree with Gov. J. L. Robertson of the Board of Governors of the 
Federal Reserve System when he declared: “We are getting into a 
dangerous area.” 

The bill before you would be a vast improvement over the lack of 
legislation and effective criteria, as at present, but the bill we believe 
“an be strengthened in a number of important factors. 

S. 1062 “seeks to make mergers of banks more difficult.” the chair- 
man of the Senate Banking and Currency Committee has declared. 
This most desirable purnose is hardly borne out by the language of the 
bill. In fact, we look on the bill as an invitation for banks to merge. 
The phraseology setting up the criteria to be followed by the super- 
visory agencies is vague and ambiguous, and these agencies are given 
unfettered power of discretion in following these criteria. 

Should an agency at any time be under the direction of individuals, 
who favored concentrated control of banks, such as in the Canadian 
system, for instance, at its discretion under the bill as written, the 
wish of Congress to make mergers more difficult could be ignored. 

The provisions of S. 1062 give to each of the three Federal bank 
supervisory agencies the responsibility of approv ing mergers in their 
respective fields—the C omptroller of the Currency ‘when the continu- 
ing bank is to be a national bank; the Federal Reserve Board as to 
State member bank and the Federal Deposit Insurance Corporation as 
to nonmember insured State banks. The Comptroller of the Cur- 
rency is one of the three Directors of the Federal Deposit Insurance 
Corporation and as such would help pass upon the mergers where the 
resulting bank is a nonmember insured State bank. 

The means of curbing the trend toward concentration of banking 
by merger in the bill is expressed as follows : 

In the case of a merger, consolidation, acquisition of assets or assumption 
of liabilities, the appropriate agency shall also take into consideration whether 
the effect thereof may be to lessen competition unduly or to tend unduly to 
create a monopoly, and, in the interest of uniform standards, it should not 
take action as to any such transaction without first seeking the views of each 
of the other two banking agencies referred to herein, with respect to such 
question. In the case of a merger, consolidation, acquisition of assets, or as- 
sumption of liabilities, the appropriate agency shall request a report from the 
Attorney General on the competitive factors involved in the merger. 

There is no requirement that a merger be disapproved, not even 
if it may “lessen competition unduly or tend unduly to create a monop- 
oly.” It is left to the discretion of the supervisory agency. 

Why not a definite prohibition of mergers that do not conform to 
the provisions of the act? Does Congress intend to delegate its right 
to determine the kind of a banking system we shall have to the dis- 
cretion of whoever may happen to be in charge of the Federal super- 
visory agencies? 

But the bill not only leaves the decision to the discretion of the 
supervisory agency involved; the bill sets up new criteria different 
from that in the Clayton Act. 

What is meant by “unduly” ? 

Does the testimony before the committee indicate the supervisory 
agencies can agree ? 

As Mr. Du Bois just pointed out, after 5 years of hearings and 
studies by committees and numerous consultations among the various 
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supervisory agencies, there is still a great deal of confusion apparently 
in the minds of the different agencies. 

Congressman Celler, in testifying on S. 1062 before the Senate 
Banking and Currency C ommittee—page 96 of hearings—referred to 
a request made to the Comptroller of the Currency “to supply the 
Antitrust Subcommittee with “a list of the types of bank merger situa- 
tions his office would approve under a test based on a statutory pro- 
vision requiring that consideration be given to whether the effect 
thereof may be ‘to lessen competition unduly or to tend to create a 
monopoly.’” In reply, the Comptroller advised the subcommittee 
that after having studied the matter carefully “it was not feasible to 
supply such a list in the form requested” (hearings before the Anti- 
trust Committee, House Committee on Judiciary on H.R. 264 and H.R. 
2143). Premerger notification, p. 194 (85th Cong., Ist sess.) 

The Clayton Act, now a matter of history of over 40 years, says 
that no acquisition of stock can be made where the result thereof is 
“substantially to lessen competition or tend to a monopoly.” This 
language has stood the test of time and through court decisions the 
meaning of the word “substantially” has been passed upon many times, 

The second part of the criteria “or to unduly tend to create a 
monopoly” is most unusual, to say the least. That means “to tend 
to create a monopoly” is legal (contrary to the Clayton Act and the 
philosophy of our antitrust laws) provided it is not an “undue” 
tendency. I have yet to find anyone who can satisfactorily explain 
what this may mean, 

Presumably, it could mean “provided the merger does not go too 
far in creating a monopoly.” If it is legal to create a monopoly to a 
limited degree, how far is too far? 

It is argued that the use of the word “unduly” in the criteria for 
bank mergers, would give the banking agencies needed flexibility in 
certain situations, whereas the use of the phrase “substantially to 
lessen competition” would inject into banking a rigidity which would 
be highly undesirable. I imagine every businessman who wants to 
lessen competition through a merger would like to have the same 
“elasticity” apply in his own situation. 

It is contended that not all mergers are for the purpose of becom- 
ing bigger and bigger or to reduce competition. We must grant this 
to be true. In testimony before your committee, six situations were 
brought out where bank mergers that may substantially lessen com- 
petition still may be desirable because of public need, convenience 
and welfare. These six situations are as follows: 

Where there is a reasonable probability of the ultimate failure 
of the bank to be acquired. 

Where because of inadequate management, the acquired bank’s 
future prospects are unfavorable. 

3. Where the acquired bank is a problem bank with inadequate 
capital or unsound assets, and its acquisition by another bank would 
be the most practical means of dealing with the problem. 

4. Where the acquired bank has no adequate provision for manage- 
ment succession or its management is incompetent. 

5. Where the acquired bank is an uneconomic unit or is too small 
to meet the needs of its community by providing loans of sufficient 
size or by providing needed banking facilities. 
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Where several banks in a small town are compelled by an over- 
beamed situation to resort to unsound competitive practices which 
may eventually have an adverse effect on the condition of such banks 
and the merger of the two or more banks would, therefore, be in the 
public interest, 

If we analyze these six situations we find they simmer down to 
four. 

1. Probable failure. 

Management inadequate, incompetent, or no provision for suc- 
cessor. 

3. Capital inadequate or unsound assets. 

4. Uneconomic unit or overbanked community. 

These cover the field of management, assets and economic factors, 
both as to the present and future effect of such weaknesses, 

I can think of no situation aside from these, or a combination of 
these, that conceivably could create a situation where the enforced 
ceasing of the operations of a chartered bank might be justified. 

These and related situations undoubtedly have arisen many times 
throughout history. The first question that naturally arises is can 
such a situation be corrected? In nearly all cases, this is true. New 
management can be provided or existing management strengthened 
through new blood. Inadequate capital usually can be corrected and 
unsound assets eliminated. An overbanked situation may lead us to 
wonder why the chartering agency created this situation in the first 
place. As to an uneconomic unit, the earnings record might best 
determine that. As to loan limitations, these throughout the years 
have been augmented through correspondent bank facilities, and 
lines of credit with more than one bank. 

As the president of the American Bankers Association testified 
yesterday, in his particular case and area, his bank relied on New 
York correspondents to handle excess lines of credit. 

In the case of a probable failure where the bank may be located 
in a one-bank town in a State prohibiting branches, even the merger 
route could not offer a way out. 

Upon careful study, I am sure you will come to the conclusion that 
any of these situations that might not be possible of correction through 
any other means than by a merger, are most unlikely to be present 
in a larger bank. Yet, a large proportion of the bank mergers in 
recent years have been among the banks included in the country’s 
300 largest banks. In fact, during the last 2 years there have been 
148 mergers and absorptions among the 300 largest banks. 

If the | provisions such as we propose had been in effect during the 
past 10 years, it is probable that some of the bank mergers that oc- 
curred would not have taken place. However, if the bill in its present 
form was the law of the land I doubt that many, if any, would have 
been considered “to tend unduly to create a monopoly.” 

We believe that any merger legislation should provide for excep- 
tional situations, but these exceptions should be spelled out. We there- 
fore urge inclusion in S. 1062 of an amendment that would retain the 
concepts of the Clayton Act and still meet these exceptional situations. 

This amendment would provide the necessary “flexibility” to meet 
the unusual cases so strongly urged as necessary by the Federal super- 
visory agencies in their testimony, and at the same time prevent the 
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substantial lessening of competition or tendency to a monopoly, to 
which Congress has always objected. 

Our association has consistently supported the principle of public 
hearings on bank charter applications as well as for branch permits. 
We strongly favored the hearing provisions as included in the Bank 
Holding Company Act of 1956. Therefore, we urge this committee 
to provide for public hearings in case of a disagreement among the 
agencies on any proposed merger. 

Likewise, the saving clause, a part of the Bank Holding Company 
Act, we believe to be sound legislation. Although the legislative his- 
tory of S. 1062 makes it quite clear that the applicability of the Sher- 
man Act and the Clayton Act as to mergers of banks effected through 
stock acquisitions is not affected nevertheless there seems to be some 
question among legal minds on this point and we urge inclusion of such 
a savings Clause in S. 1062. 

In summary therefore, we urge that S. 1062 be amended— 

1. So there is a definite prohibition of mergers that do not conform 
to the act. 

2. Substitute “substantially lessen competition or to tend unduly to 
create a monopoly” with provision for exceptional cases, as mentioned. 

3. So that in the case of disagreement among the agencies, public 
hearings will be held. 

4. Saving clause added. 

What you are here deciding is not merely the kind of a merger bill 
you wish to approve, but you are once again asked to indicate the 
kind of a banking system you wish America to have. Do you wish 
to encourage a system of a few large banks, or do you wish to pre- 
serve the traditional American system of local, independent, and com- 
petitive banks? The merger bill should clearly conform to your pur- 
pose. 

We hope the words of the late Henry B. Steagall quoted by an- 
other former chairman of your committee, Jesse P. Wolcott, will be 
in your minds as you deliberate on the future of independent com- 
munity banks. 

I thank you for the privilege of again appearing before you and 
appreciate the time you have given me. 

Mr. Brown. Gentlemen, we are very glad to have your statements. 

You state, Mr. Harding, that this bill would constitute an invita- 
tion to banks to merge. What do you mean by that and what is your 
reasoning there ? 

Mr. Harpine. Would you say that again, Mr. Chairman ? 

On page 3 of my statement. 

Mr. Brown. Yes, you state on page 3 of your statement that this 
bill constitutes an invitation to banks to merge? 

Mr. Harprnc. The fact that Congress, if it enacts S. 1062, sets up a 
procedure which makes it relatively easy to merge, by easy standards, 
at the discretion of the supervisory agency, we think that is an en- 
couragement and an invitation to big banks who want to grow bigger, 
to merge. 

Mr. Brown. Don’t you think the present bill is better than the pres- 
ent law we have? 

Mr. Harprna. Absolutely. As testified here, we have practically no 
restrictions that have been considered and have been effective, as far 
as competition is concerned. So it is an improvement in that regard. 
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Mr. Brown. Gentlemen, do you have any questions? 

Mr. Mutter. Mr. Chairman. 

Mr. Brown. Mr. Multer. 

Mr. Mutter. I join the chairman in indicating our pleasure in hav- 
ing you here to present the views of the independent bankers. You 
emph: isize quite strongly the fact that the Clayton Act does actually 
affect bank mergers that lessen competition provided they follow that 
narrow route that is described in section 7 of the C layton Act. 

Since its enactment none of the banks of the country have followed 
that narrow route. They avoid the prohibition of section 7 of the 
Clayton Act; am I not right? 

Mr. Harprne. I am afraid I did not quite hear that. The acoustics 
do not seem to be too good from this end of the room. I am sorry. 

Mr. Mutter. Let me put it again. 

You point out in your st: atement that section 7 of the Clayton Act 
does prohibit mergers of banks if the resultant bank substantially 
lessens competition or tends toa monopoly. But that is effective only 
if the merger is done by one bank buying the stock of the other bank. 
Now, since the enactment of section 7 of the C layton Act, the banks 
are not merging by buying stock but they merge by acquiring assets. 
Isn’t that so? 

Mr. Harptne. That is correct, sir. 

Mr. Motrer. And you point out that if the condemnation against 
mergers because they lessen competition is to be effective, that must. be 
effective as against the acquisition of assets as well as the acquisition 
of stock. 

Mr. Harprna. I agree wholeheartedly. 

Mr. Mutter. So, if we are to enact a new standard to apply to 
mergers, different from that in the Clayton Act, then what we ought to 
do is change the section 7 of the Clayton Act as it affects bank mergers. 
Now, in other words, there ought not to be two standards, there should 
be one standard. 

Mr. Harptne. We agree there should be one standard and that 
standard should be as used in the Clayton Act, section 7. 

Thank you, Mr. Chairman. 

Mr. Brown. Mr. Hiestand ? 

Mr. Hiestanp. I am glad to welcome Mr. Harding back before 
our committee. 

He is a successful banker of my State of California. The testimony 
that you have presented, as to the success of your own bank, indicates 
good management, being successful in competition with big chains. I 
think I might add that I did business with one bank in Los Angeles 
for over 30 years, which was in direct competition with four big 
chains, and they built it to a $300 million bank before they sold out, 
but it was done by good management. I am sure that you repre- 
sent the American bankers, the American independent bankers, as 
well as anybody could. 

I do not have any questions, Mr. Chairman. 

Mr. Harprne. Thank you. 

Mr. Brown. Mr. Barr. 

Mr. Barr. I would like to address these questions to both these 
gentlemen, if I may. What is your loan limit, Mr. Harding? 

Mr. Harprne. Our loan limit is $18,000 to any one borrower. 
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Mr. Barr. Mr. DuBois? 

Mr. DuBois. $30,000 to one borrower. 

Mr. Barr. Do you gentlemen feel this limit is sufficient to meet the 
needs of your communities ¢ 

Mr. DuBors. I think it is. We have one loan, when I left home, 
that we have with our correspondent bank. It isa feeder loan. They 
had not sold off the cattle they had bought the year before, so there 
is an interval of maybe 60 days in whic h we needed to place this loan 
with our correspondent bank. 

That is the only one at the present time that we have on our books. 
So it would be hardly worth while to raise surplus to extend our 
loaning limit for just one customer when we can can supply that 
through the correspondent bank. 

Mr. Harpina. May I supplement with our experience on that ? 

Mr. Barr. Yes, sir. 

Mr. Harpine. We have three accounts that require substantial lines 
of credit. One, $150,000, so the excess is handled through a corre- 
sponding bank. 

We have another that borrows as high as $40,000, and a third 
about $30,000. 

Assuming that the other branch institution in Pleasanton was an 
independent bank and the two were merged, and assuming it was 
about the same size as our own, as it probably would be, the legal 
limit of two banks combined would not be sufficient to take care 
of the one customer who needs $150,000. 

Mr. Barr. Do you find, sir—again I would address this to both, 
that the cor respondent system of layi ing off the excess is working well 
in the United States, in your experienc ce? 

Mr. DuBors. I would say it 1s working very well. I have never 
heard anything to the contrary. 

Mr. Harpvina. May I say that my experience started with a large 
New York City bank where we had very extensive lines of credit to 
concerns throughout the country through our correspondent banks. 
We welcome such business, are glad to have the business and it is 
profitable. It is good service to our correspondent banks that carry 
substantial balances with us. 

I was with a San Francisco bank as vice president, and the same 
situation applied there, and in our own situation, assuming we had 
a tremendous increase of large borrowers we would still be able to 
place those lines of credit. If the credit is good credit, there is no 
trouble placing it. 

Mr. Barr. One more question. 

Business in this country is getting very complicated today. I know 
that it behooves all of us to think of any “gimmick” that we can to 
conserve cash. Consequently, many corporate treasurers are coming 
up with new and sometimes quite complicated ideas 

You can get excess cash from your correspondent banks. What 
about management questions? Can you get this advice too? Because 
I realize in small banks it is impossible to be completely informed. Is 
management advice also available from correspondent banks ? 

Mr. DuBors. I have not found it necessary to get management ad- 
vice. I think we know more about our little town than anybody else 
does. I have a very competent executive officer. He is thoroughly 
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conversant with the whole situation. He plans farming operations 
for innumerable farmers. They come in to him for advice as to what 
the mart is going to be and he has to make a very exact study of the 
situation so that he can advise them. 

No, I do not think we have ever gone outside for management 
advice. 

Mr. Harpinc. We have not found the necessity, but through associa- 
tion activities, we encourage that kind of cooperation, and it is avail- 
able. In fact, the large correspondent banks make it a point to offer 
such cooperation. 

Mr. Barr. Thank you very much, gentlemen. 

Mr. Brown. Mr. Moorhead. 

Mr. Moorueap. Mr. Harding, do I understand from your testimony 
that you would support legislation substantially the same as that that 
was described by Mr. Celler this morning ? 

Mr. Haroinc. Exactly. 

Mr. DuBors. Our association would have that same idea, sir. 

Mr. Mooruerap. Thank you very much. 

Mr. Harpine. May I answer one question I believe you asked of an- 
other witness this morning, Mr. Moorhead, about management succes- 
sion as being covered in four exceptions that were listed. A successor 
in management, or rather, the lack of it, is inadequate management. 
Just when does that problem arise ? 

Supposing I was—which I am not—a one-man bank without any 
management succession provided for. When would it be necessary to 
bring about the merger ? 

When would you say I had inadequate management succession ? 
When I was 40 years old, 50 years old, 60 years, 80, or after I passed 
away ¢ 

You run into a problem in that regard. And, if you do have a bank 
that is earning money, serving the community, and the existing man- 
agement is doing a good job, even though it has not provided a suc- 
cessor, it is pretty hard to say that they need to merge until that 
management is taken away from it. 

Mr. Moornean. Presumably, sir, they would be asking for permis- 
sion to carry out this merger saying they wanted to dothat. It would 
be only competitive factors which would cause the Government. to 
say “No, we will not let you do that.” 

Mr. Harorne. I would not allow banks to use that as an excuse for 
failing to provide for management succession. The two Independent 
Bankers Associations have recognized that that is a problem and for 
years we have been pushing and { trying to educate bankers all over the 
country where they have not prov ‘ided for management succession to 
do so, and I will tell you in the States that I represent, the difficulty 
has been the fact “Why worry, if something happens to me, these big 
statewide chain banks can come in and buy the bank f1 om my w idow 
so I do not have to provide for management succession.’ 

Mr. DuBors. We are not interested in helping the lazy banker that 
will not go out and find good management and bring it forth when he 
retires. These banks are community affairs, to a great extent. They 
belong to the community a great deal and a good manager is going 
to see that he has somebody to follow in his footsteps. 
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It boils down to management and management means to find suc- 
cessors. 

Mr. Moorneap. Thank you very much. 

Mr. Brown. Mr. Vanik. 

Mr. Vantk. I have one question and that is the question I asked 
the other witnesses relating to public hearings by the authorities 
concerned with the merger. Do you feel that this would contribute 
toward increasing or decreasing mergers ¢ 

Mr. DuBors. Decre: ising. 

Mr. Vanrx. What is your reaction toward public hearings ? 

Mr. DuBots. Our association has always been in favor of public 
hearings. And our recommendation is if there is a conflict between 
different supervisory agencies. But we have always been in favor of 
letting the public in on everything. I think the bank is pretty much 
theirs : and they should have a voice. 

Mr. Vanik. Do you feel that public hearings would, in effect, make 
desirable mergers impossible, as has been indicated by some of the pre- 
vious witnesses ? 

Mr. DuBots. No. 

Mr. Vanik. Or do you feel that a good merger can face this test 
‘ithout any great difficulty ? 

Mr. DuBorse. Of course. 

Mr. Harprne. I agree. We have endorsed hearings where the 
supervisory agencies and the Department of Justice may disagree. 

Mr. Vanik. As a matter of fact, wouldn’t the public ‘hearings give 
opportunity for other people in the business to know a little bit more 
about what is going on and what effect it will have on their competitive 
position ? 

Mr. DuBors. It will be very wholesome. 

Mr. Harpinc. We have endorsed public hearings on charter applica- 
tions, branch applications, bank holding company acquisitions and 
merger. 

Mr. Vantx. Thank you very much. 

Mr. Brown. I believe you gentlemen are speaking for your asso- 
ciations. 

Mr. DuBots. Absolutely. 

Mr. Harptna. Absolutely. 

Mr. DuBors. I have been sec retary for this organization 27 years, 
and if I had not spoken the way they think I would not be here, sir. 

Mr. Brown. We are very gli ad to have your statements, gentlemen, 
and you may be excused. 

Mr. Harprne. Thank you, sir. 

Mr. Brown. At this point in the record, and without objection, 1 
should like to insert the following statement. 


V 


—_ 


STATEMENT BY JOSEPH H. CoLMAN, PRESIDENT, First BANK Stock Corp., MIN- 
NEAPOLIS, ON BEHALF OF THE ASSOCIATION OF REGISTERED BANK HOLDING 
COMPANIES 


My name is Joseph H. Colman, president of First Bank Stock Corp., Min- 
neapolis, and I have prepared this statement on behalf of the Association of 
Registered Bank Holding Companies, of which I am also the president. 

The Association of Registered Bank Holding Companies represents 20 com- 
panies registered with the Federal Reserve Board pursuant to the Bank Holding 
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Company Act of 1956. A list of the association’s officers and directors is at- 
tached to this statement. 

S. 1062, as passed by the Senate, would amend section 18(c) of the Federal 
Deposit Insurance Act to give the three Federal banking agencies statutory 
authority to consider the competitive aspects, as well as the banking aspects, of 
any merger, consolidation, or acquisition of assets involving an insured bank. 
The bill would require all mergers by insured banks to receive the prior ap- 
proval of (1) the Comptroller of the Currency, if the continuing bank is a na- 
tional bank or a district bank; (2) the Board of Governors of the Federal 
Reserve System, if the continuing bank is a State member bank; (3) the Federal 
Deposit Insurance Corporation, if the continuing bank is a nonmember insured 
bank. Thus, every merger by an insured bank would be subject to the scrutiny 
ot one of the three Federal banking agencies before it could be consummated. 


EVERY BANK IS MONOPOLISTIC 


The National Banking Act in 1863 established the policy of the Federal Gov- 
ernment that unrestricted competition among banks is not in the public interest. 
Similarly, all of the State banking laws recognize that free competition in the 
banking field would lead to chaos. 

A bank charter represents the grant of a monopoly power. No competing 
bank can be established without the approval of the appropriate Federal or 
State bank supervisory authorities. The restrictions on the granting of bank 
charters are designed to safeguard the public against competitive abuses. 
In the case of banks, the public policy involved in maintaining their financial 
safety (with resulting protection to their depositors) outweighs the public policy 
of unlimited competition which prevails as to other businesses. Undue com- 
petition between banks is contrary to our State and national policy. 

The merger of banks is, in effect, the merger of monopolies and obviously 
involves considerations completely different from those presented by the merger 
of industrial corporations. Bank mergers should obviously be considered by a 
supervisory agency expert in the field of banking and in the degree of competi- 
tion proper to maintain and not to destroy the banks’ financial integrity. Bank 
mergers should not be regulated by an agency, such as the Justice Department, 
steeped in the theory of unlimited competition. The bill’s requirement that the 
Comptroller, the Federal Reserve Board, or the Federal Deposit Insurance Cor- 
poration, as the case may be, must request a report from the Attorney General 
on the competitive factors involved in each merger fully protects the interests 
of the Justice Department. 


“UNDULY” LESSENING COMPETITION 


S 1062 recognizes the unique characteristics of bank mergers by requiring the 
Federal banking agencies to consider both the banking and competitive aspects 
of such mergers. The banking factors to be considered are those enumerated 
in section 6 of the Federal Deposit Insurance Act and which have been used 
so successfully in determining the eligibility of a bank for insurance of its 
accounts. 

The banking agencies would also be required to consider whether the effect 
of a proposed merger would be to “unduly” lessen competition. Opponents of 
this bill who favor applying the Clayton Act to all bank mergers argue that the 
word “unduly” injects a new criterion to determine the degree of the lessening 
of competition. Certainly this is a new competitive test. This is necessitated 
by the restrictive manner in which the courts have construed the “substantially” 
lessening of competition criteria of the Clayton Act. 

The “failing corporation” exemption as stated by the U.S. Supreme Court 
in the case of International Shoe Company v. The Federal Trade Commis- 
sion (280 U.S. 291) is often cited to show the liberality of the courts in applying 
the Clayton Act. The Court there stated that where the corporation acquired is 
“a corporation with resources so depleted and the prospect of rehabilitation so 
remote that it faced the grave probability of business failure * * * we hold that 
the purchase of its capital stock by a competitor (there being no other pro- 
spective purchaser), not with a purpose to lessen competition, but to facilitate 
the accumulated business of the purchaser and with the effect of mitigating 
serious injurious consequences otherwise probable * * * does not substantially 
lessen competition or restrain commerce within the intent of the Clayton Act.” 
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An insured bank in the condition described by the Court would have already 
been taken over by the Federal Deposit Insurance Corporation in order to pro- 
tect the depositors’ account. We do not believe that the only bank mergers in 
the public interest are those involving failing banks. Certainly there are many 
other situations where bank mergers are desirable and benefit the public. 

S. 1062 is designed to provide effective regulation of bank mergers while, on 
the other hand, the Clayton Act approach is designed to prohibit such mergers. 
A freeze on bank mergers results almost inevitably from the Clayton Act com- 
petitive test because that test is based on a numerical calculation and deals with 
businesses which, unlike banks, are not already monopolistic. For example, if 
two of the five banks in a community merge, only four banks are left and under 
the Clayton Act test competition has been “substantially” lessened. Actually, 
merger of two weaker banks might well result in much keener competition be- 
tween the resulting four banks. While we agree that all bank mergers should 
be subject to prior approval of a Federal supervisory agency, we certainly do 
not feel that all, or substantially all, future bank mergers should be prohibited. 


RELATION OF BILL TO BANK HOLDING COMPANIES 


The Bank Holding Company Act requires the prior approval of the Federal 
Reserve Board for (1) a company to become a bank holding company by acquir- 
ing 25 percent of the voting shares of two or more banks; (2) a bank holding 
company to acquire ownership or control of more than 5 percent of the voting 
shares of a bank; (3) a bank holding company to acquire all or substantially 
all of the assets of a bank; or (4) any bank holding company to merge or con- 
solidate with another bank holding company. It should be neted that the Act 
requires the Board to consider banking factors, as well as “the preservation of 
competition in the field of banking” in determining whether to approve or disap- 
prove these acquisitions. Thus, the Congress recognized the need to consider 
both the competitive and the banking aspects of acquisitions under the Bank 
Holding Company Act, just as it is proposed to do in 8S. 1062. 

The Bank Holding Company Act exempts mergers through asset acquisitions 
by a bank affiliated with a bank holding company from the requirement of prior 
approval by the Federal Reserve Board. Asset acquisitions by a bank affiliated 
with a holding company are not fundamentally a bank holding company prob- 
lem but, rather, a question of the regulation of bank mergers. Thus, such 
mergers by affiliated banks are treated the same as mergers by banks generally, 
and S. 1062 would apply equally to holding company owned banks as well as 
all other banks. 

We believe that banks affiliated with holding companies should be subject to 
the same ground rules as all other banks and, for that reason, we favor the 
approach of S. 1062. This is certainly preferable to the recommendation of the 
Federal Reserve Board in its May 7, 1958, report to the Congress on the ad- 
ministration of the Bank Holding Company Act. The Board recommended 
(recommendation No. 15) that it be given authority to approve all mergers 
through asset acquisitions by banks affiliated with bank holding companies. 
This recommendation would cut across the authority of the Comptroller of the 
Currency, the Federal Deposit Insurance Corporation, and the State bank super- 
visors and would be a complete departure from the theory that the Bank Hold- 
ing Company Act was designed to regulate bank holding companies and not 
their affiliated banks. We believe that the traditional division of authority 
among the banking agencies should be maintained and that the basic purposes 
of the Bank Holding Company Act should not be altered. 

We are happy to join with the Comptroller of the Currency, the Federal Re- 
serve Board, the Federal Deposit Insurance Corporation, and the American 
Bankers Association in supporting S. 1062. We hope that the House Committee 
on Banking and Currency will report the bill favorably and that it will be 
passed by the House. 
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Mr. Brown. Our next witness is Mr. Robert Myers, secretary of 
Banking of the Commonwealth of Pennsylvania. 


STATEMENT OF ROBERT MYERS, SECRETARY OF BANKING OF THE 
COMMONWEALTH OF PENNSYLVANIA 


Mr. Myers. Mr. Chairman and members of the committee, I thank 
you for the opportunity of appearing before you at this time. 

As you know, and as you have stated, I am Secretary of Banking 
for the Commonwealth of Pennsylvania and I am appearing today in 
my capacity as chairman of the legislative committee of the National 
Association of Supervisors of the State Banks, Mr. Bell, counsel for 
that association, is with me. 

Due to the long period of the hearings and the shortness of time, 
I will go along as quickly as possible. 

The National Association of Supervisors of State Banks is com- 
posed of the State bank supervisors of every State except Alaska, 
and includes Puerto Rico and more than 2,000 State bank associate 
members. 

The association was established in 1902 as an organization of State 
supervisors to promote the efficiency and effectiveness of the State 
banking system and State supervision. In 1958, the constitution of 
the association was amended to include as an objective “endeavoring 
to assure equality and the protection of the rights of all institutions 
in the dual banking system.” ; 

In 1957, the constitution of the association was amended to admit, 
as dues-paying associate members, any State chartered banks which 
might choose to become members. During 1958, more than 1,800 
State banks became associate members and today there are more than 
2,000 associate members. 
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The objective of admitting State banks to associate membership 
in the association was: (1) To provide financial support needed to 
establish and maintain a permanent office of the association in Wash- 
ington; and (2) to enlist a broad base of grassroot support for the 
program of the association. The program of the association is to 
maintain the integrity of the dual banking system by resisting the 
progressive encroachment of the Federal bank supervisory agencies 
upon the traditional and legal sphere of State supervisory agencies 
in the supervision of State banks. 

As the committee is aware, there has been considerable attention in 
recent years to the question of bank merger legislation. Our associa- 
tion, through its legislative committee and executive committee, has 
explored all aspects of this question in an endeavor to determine the 
solution which will best promote the general welfare of the institu- 
tions supervised by its members and will assure equality of oppor- 
tunity for all institutions in the dual banking system. 

The dual banking system is a unique American institution. It 
results from the coexistence in this Nation of two systems of banks, 
that is, the State bank system and the National bank system. As of 
June 30, 1959, there were 9,452 State banks—including mutual savings 
banks—holding assets of $147 billion in the State system, and 4,559 
National banks holding assets of $126.2 billion in the National system. 

The basic necessity for the dual system is that the component 
systems shall have equal competitive position. Historically and 
logically the system whose members operate at a competitive disad- 
vantage in relation to the members of the other system cannot survive 
and be strong. 

Before I comment upon the provisions of S. 1062, I would like to 
say just a word about the approach toward bank merger legislation 
which proposes to subject bank mergers by acquisition of assets to 
the provisions of the Clayton Act. The association concurs in what 
it considers to be the strongly felt opinion of most bankers throughout 
the country that any such legislation would be contrary to the best 
interests of banking. We were glad to see that. the Senate also con- 
curred with this view. 

Historically, banks have never been treated as other ordinary 
business corporations, either by the States or by the Federal Govern- 
ment. Banking is an industry charged with public interest, and the 
country has a vital interest in banks as the suppliers of funds, as 
depositories, and as fiscal agents. This fact has been reflected in the 
powers which State legislatures have given State bank supervisors 
over State banks, which Congress has given the Comptroller of the 
Currency over National banks, which Congress has given the Federal 
Reserve Board and the FDIC over banks for their special purposes. 

The proposal to amend the Clayton Act to cover bank mergers by 
acquisition of assets does not recognize the important functions per- 
formed by the banking industry, 

First, it gives supreme importance to just one of the many factors 
which must be considered in banking matters, namely, competition. 
In connection with a bank merger, many factors must be considered, 
including the convenience and need of the community to be served, 
the financial history and condition of the bank, and the general char- 
acter of its management. Bank competition is, of course, a factor 
also to be considered—a very important one—but it is not, and should 
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not be made, all controlling in its application to the exclusion of 
banking factors. 

Second, we oppose giving ultimate responsibility over bank mergers 
to the Department of Justice. Our principal objection is that “the 
proposal expands Federal jurisdiction over State banks by bringing 
another Federal regulatory agency into the picture. Further, with 
all due respect to the Department of Justice, we feel that bank regu- 
lation requires a certain knowledge of and experience with banking 
matters, a certain expertise, if you will, which we do not think an 
agency with the widespread responsibilities of the Department of 
Justic e can reasonably be expected to acquire. 

In view of the foregoing, we oppose any approach to bank merger 
legislation which would involve an amendment of the Clayton Act 
to cover bank mergers by acquisition of assets. 

I turn now to a consideration of the specific bill before the com- 
mittee this morning. S. 1062 requires that every bank insured by 
the FDIC must have prior written consent before it can acquire the 
assets of another bank by merger, consolidation, or absorption through 
the purchase of assets and assumption of liabilities, from the Comp- 
troller of the Currency where a national bank survives, from the 
Federal Reserve Board where a State member bank survives, and the 
FDIC where a State nonmember insured bank survives. The bill 
also proposes that the standards set forth in section 6 of the Federal 
Deposit Insurance Act must be considered in passing upon such com- 
binations, and that the appropriate agency shall also consider whether 
the effect may be to lessen competition unduly or to tend unduly to 
create a monopoly. Finally, the bill proposes that each agency shall 
seek the views of each of the other two banking agencies, and shall 
request a report from the Attorney General on the competitive factors 
involved in the merger, except under emergency conditions requir- 
ing immediate action in order to prevent the probable failure of one 
of the merging banks. 

The association does not dispute the necessity for regulation of 
bank mergers on the basis of proper banking and competitive stand- 
ards. It does question the wisdom of the plan for regulation which 
this bill proposes. Each State has the inherent power to control and 
regulate its creatures. It cannot be accurately or fairly stated that 
the States have functioned badly in this area of State responsibility 
and that the Federal Government has functioned well and wisely. 
There have been just as many unsound mergers under the National 
Bank Act, which have been approved by the Comptroller of the Cur- 
rency, as there have been under State laws approved by State super- 
visors. 

If S. 1062 is to be passed, however, then there is one major amend- 
ment which must be made relating to the division of responsibility 
for ultimate approval of bank mergers among the three agencies. 
S. 1062 divides this responsibility between the Comptroller, the Fed- 
eral Reserve Board, and the FDIC, depending upon the status of the 
surviving bank as a National, State member, or State nonmember in- 
sured bank. We believe that this approach is wrong as a matter of 
principle, and that it will have an adverse effect upon the preserva- 
tion of the dual banking system. Accordingly, we suggest an amend- 
ment along the lines of that attached to my written testimony as 
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appendix A, which will amend section 19(c) of the Federal Deposit 
Insurance Act to provide that all mergers involving insured banks 
must be approved by the FDIC. Asa . result, mergers where a Na- 
tional bank survives will be passed upon by the C omptroller and the 
FDIC and mergers where a State insured bank—whether a member 
or nonmmber bank—survives will be passed upon by the State bank- 
ing supervisor and the FDIC. 

The Senate report on S. 1062 indicates that the proposed three-way 
division of responsibility follows the traditional approach to regula- 
tion by the banking supervisory agencies. We believe the principle 
underlying this approach is wrong. 

When Congress created the F ‘ederal Reserve System and the FDIC, 
it did not intend to superimpose another supervisory agency on top 
of the supervisors of State banks, or the Comptroller who supervises 
national banks. Both of these organizations.were created for specific 
purposes—the Federal Reserve System to handle money and credit 
control problems of our national economy and the FDIC to act as an 
insurance company for banks. To the extent that they were given 
supervisory powers, such powers were limited in scope and desioned 
to implement the particular purposes for which they were created. 
Accordingly, bl the question arises as to which Federal banking 
agency should handle a particular problem such as a merger approval, 
the approach should be to ascertain which of the agencies has the most 
legitimate interest in the problem in terms of the purpose for which 
it was created. ‘The approach should not simply be a mechanical one 
which automatically turns over all questions relating to national 
banks, to the Comptroller, State nonmember insured banks to FDIC 
or State member banks to Federal Reserve. 

Under the principle which I have just outlined, it is apparent that 
the FDIC, as the insurance company for banks in this Nation, has an 
interest in all mergers involving insured banks, whether the surviving 
insured bank is a national bank or a State member or nonmember 
bank. On the other hand, the interest of the Federal Reserve Board, 
which is concerned with questions of national import relating to 
money and credit controls of the country is more remote. It is for 
this reason that it would seem apparent that the FDIC should have 
the right to pass upon all mergers involving insured banks in addition 
to the approval required by the Comptroller, whose interest is as 
the supervisor of national banks, or the State bank supervisors, whose 
interests are as supervisors of the State banks. 

The three-way division of merger approval responsibility proposed 
in 8. 1062 has another defect. It is our view unless there is uniformity 
of applic ation of the standards relating to merger approval applied 
by the Federal agencies to bank mergers, the equality of competitive 
position between the two banking systems so necessary for the con- 
tinued existence of the dual system, which Congress has always care- 
fully tried to preserve, will be impaired. S. 1062, for reasons which 
I shall give shortly, does not assure that uniformity of application of 
standards, The association’s proposed amendment, whereby all 
mergers involving insured banks would be passed upon by the FDIC, 
will assure that uniformity of standards. 

There are two aspects of this problem of uniformity, 
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First, consider a situation where under S. 1062 a national bank and 
a State member bank are considering merging, and the parties de- 
sire the State bank to survive. 

As is the usual procedure in a situation of this sort, the parties may 
informally discuss the matter with the Federal Reserve Board and 
receive an indication that disapproval from that agency would be 
forthcoming because it considers the merger would ‘tend to unduly 
lessen competition. 

The parties may then reverse their proposal, and provide that the 
national bank will survive. In this case, they need only go to the 
Comptroller who perhaps may view mergers with a different philoso- 
phy as to the matter of competition and approve the merger. Under 
a situation of this type there is no equality between the State and the 
National systems. Mergers of a National and State member bank 
would tend to go National. 

What I have just said is not just hypothetical. We know that this 
precise situation has occurred. If the amendment proposed by the 
association to S. 1062 were adopted, this could not occur because the 
same Federal agency would pass upon the merger no matter which di- 
rection of the “two-way street” were selected by the bank parties. 

Second, under S. 1062, a merger where a national bank survives 
need only go to the Comptroller for approval. However, a merger 
where a State member or insured nonmember bank survives, after 
approval by the State supervisor, must also go to either the Federal 
Reserve Board or FDIC for approval. This means that when a 
National and a State bank are considering merging, there would be 
a very practical consideration that selection of the national “street” 
would be quicker and less burdensome procedurally than would the 
State “street.” Such considerations are not consistent with the free 
“two-way street” which Congress has recognized as desirable and 
necessary in the preservation of the dual banking system. 

I am aware that the situation I have just outlined exists with re- 

ard to the approval of mergers today where there is a capital 
Rechsisien. 

However, S. 1062 will expand the jurisdiction of Federal agencies 
over mergers where State banks survive to a considerable extent, and 
the problem becomes more acute and one which should be solv ed. 

Under the association’s proposal, there would be a real “two-way 
street” because two approvals would be necessary in every instance 
of a merger where a National or State member or insured nonmember 
bank survives. 

The association was very gratified to see that the principle of uni- 
formity and its relation to the preservation of the dual banking sys- 
tem was recognized by the Senate Committee on Banking and Cur- 
rency. In connection with commenting in its report upon the pro- 
visions in S. 1062 requiring the Federal ‘banking agency having juris- 
diction over the merger to obtain the views of the two other bank- 
ing agencies on the question of whether the effect of the proposed 
merger may be to lessen competition unduly or to tend unduly to 
create a monopoly, the committee said : 

The committee considers this provision essential to the maintenance of the 


dual system of banking. The Comptroller of the Currency, the Federal Re- 
serve Board, and the Federal Deposit Insurance Corporation must review ap- 
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plications with the same attitude, and must give the same weight to the various 
banking and competitive factors. The Comptroller must not be more lenient in 
approving mergers, so as to attract merging State banks into the national bank- 
ing system. The Board and the FDIC likewise must not be more lenient in 
approving mergers, so as to tempt national banks to leave the national banking 
system. The State banking system and the national banking system must de- 
velop and compete with each other on their own merits, without pressure, 
in either direction from the administration of S. 1062, 

The principle is vital. The question remains as to how to imple- 
ment the principle. While we recognize that the advisory opinion 
provisions of S. 1062 are a step in the right direction, we believe the 
only logical and fair method of applying the controls desired is to 
empower one and the same agency to apply them to all bank mergers 
whether State or National. 

It should first be noted that S. 1062 requires consultation with the 
other Federal agencies only with respect to the question of competi- 
tion. 

Second, the standards to be applied to approval of a merger both 
banking and competitive factors, are not rigid judicial standards. 
They are quasi-judicial in nature, involving a large measure of judg- 
ment. The results will vary with the philosophy of the individual 
or individuals applying the standards. There is no way to legislate, 
or assure, uniformity of judgment where different men in different 
agencies deal with entirely different circumstances and conditions. 
The only way to achieve such uniformity is to follow the proposal of 
the association to have the same body of men, the members of the 
Board of Directors of the FDIC, act upon all mergers involving in- 
sured banks. 

Summarizing, the association opposes any bank merger legislation 
which seeks to amend the Clayton Act to cover bank mergers by ac- 
quisition of assets as contrary to the best interests of banking. 

With regard to S. 1062, we would like to see that bill amended to 
provide that one and the same Federal agency be given jurisdiction 
over all bank mergers where a national bank or State member or in- 
sured nonmember bank survives. This would create an equitable 
“two-way street” with a uniformity of application of merger stand- 
ards to both National and State wast National banks which survive, 
after having had the approval of the Comptroller, the State member 
or insured nonmember banks which survive, after having had the ap- 
proval of the State bank supervisor, would then go to the same agency 
for the final required approval. 

(The appendix A, referred to by Mr. Myers, is as follows :) 


APPENDIx A 


S. 1062 AMENDED IN ACCORDANCE WITH THE SUGGESTIONS ADVANCED BY THE 
NATIONAL ASSOCIATION OF SUPERVISORS OF STATE BANKS 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That subsection (c) of section 18 of the Fed- 
eral Deposit Insurance Act is amended by striking out the third sentence thereof 
and substituting in lieu thereof the following: “[[No insured bank shall merge or 
consolidate with any other insured bank or, either directly or indirectly, acquire 
the assets of, or assume liability to pay any deposits made in, any other insured 
bank without the prior written consent (i) of the Comptroller of the Currency if 
the acquiring, assuming, or resulting bank is to be a national bank or a district 
bank, or (ii) of the Board of Governors of the Federal Reserve System if the 
acquiring, assuming, or resulting bank is to be a State member bank (except 
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a district bank), or (iii) of the Corporation if the acquiring, assuming, or result- 
ing bank is to be a nonmember insured bank (except a district bank).]» No in- 
sured bank shall merge or consolidate with any other insured bank, or either 
directly or indirectly, acquire the assets of, or assume liability to pay any de- 
posits made in, any other insured bank without the prior written consent (i) of 
the Comptroller of the Currency and of the Corporation if the acquiring, assum- 
ing, or resulting bank is to be a national bank or a district bank, or (ii) of the 
Corporation if the acquiring, assuming, or resulting bank is to be a State mem- 
ber bank or nonmember insured bank (except a district bank). In granting or 
withholding consent under this subsection, the Comptroller [, the Board, or] 
and/or the Corporation, as the case may be, shall consider the factors enumerated 
in section 6 of this Act. In the case of a merger, consolidation, acquisition of 
assets or asumption of liabilities, the appropriate agency shall also take into 
consideration whether the effect thereof may be to lessen competition unduly or 
to tend unduly to create a monopoly, and, in the interests of uniform standards, 
it shall not take action as to any such transaction without first seeking the views 
of [each of] the other [two] banking [agencies] ayency referred to herein with 
respect to such question. In the case of a merger, consolidation, acquisition of 
assets, or assumption of liabilities, the appropriate agency shall request a re- 
port from the Attorney General on the competitive factors involved in the merger. 
The Attorney General shall furnish such report to such agency within thirty 
calendar days of the request: Provided, however, That in case the agency finds 
an emergency exists the agency may advise the Attorney General thereof and 
may thereupon shorten the period for the Attorney General to report to ten 
calendar days: Provided further, That where the agency finds that an emer- 
gency makes necessary immediate action in order to prevent the probable failure 
of one of the merging banks, the appropriate agency may act without obtaining 
such report from the Attorney General: And provided further, That the Comp- 
troller [, the Board,] and the Corporation shall each submit to the Congress a 
semiannual report with respect to each merger, consolidation, acquisition of 
assets, or assumption of liabilities approved by the Comptroller [, the Board, or] 
and/or the Corporation, as the case may be, which shall include the following 
information: the name of the receiving bank; the name of the absorbed bank: 
the total resources of the receiving bank; the total resources of the absorbed 
bank: whether a report has been submitted by the Attorney General hereunder ; 
and if approval has been given, a summary of the substance of the report made by 
the Attorney General, and a statement by the Comptroller [, the Board, or] 
and/or the Corporation, as the case may be, in justification of its findings.” 


Mr. Myers. Thank you, Mr. Chairman. 

Mr. Chairman, the National Association of Supervisors of State 
Banks includes the state supervisors of banks for every State in the 
Union, except Alaska. It also has as associate members approxi- 
mately 2,000 State banks. 

I think that I can say that I am speaking today in the interests of 
the State bank system as one of the two systems in the dual banking 
system. 

The purpose of the association, as I stated, as stated in its constitu- 
tion, is to endeavor to assure equality and protection of the rights 
of all institutions in the dual banking system. 

The dual system is unique as an American institution. The results 
from the coexistence in the Nation of two systems of banks, the State 
bank system and the national bank system. There are 9.452 State 
banks, including mutual banks, holding assets of $147 billion in the 
State system, and 4,559 national banks having assets of $126.2 billion 
in the national system. 

The basic necessity for the continuation of the dual banking system, 
which is generally agreed to contribute substantially to the economic 
welfare of our Nation, is that the component systems shall have eanal 
competitive positions. Historically and logically, the system whose 
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members operate at a competitive disadvantage in relation to the 
members of the other system, cannot survive and be strong. 

I will say just this, with respect to the Clayton Act approach: We 
oppose the approach to the bank merger problem on the basis of 
using the mechanics of the Clayton Act. The association does not 
dispute the necessity for the regulation of bank mergers on the basis 
of proper banking and competitive standards. However, we do ques- 
tion the wisdom of the plan for regulation which is proposed by the 
bill on which these hearings are being held. 

If S. 1062 is to be passed, there 1s one major amendment that we 
feel must be made, relating to the division of responsibility for the 
ultimate approval of bank mergers among the three agencies that are 
provided for in the act. The bill divides the responsibility between 
the Comptroller, the Federal Reserve Board, and the FDIC, depend- 
ing upon the status of the surviving bank as a National, State mem- 
ber, or State nonmember bank. 

We believe that this approach is wrong in principle, and that it 
will have no adverse effect upon the preservation of the dual system. 
Accordingly, we suggest, along the lines of the testimony that we 
presented when this bill was before the Senate committee, that all 
mergers involving insured banks be approved by one agency, the 
FDIC. 

Asa result, mergers where a national bank survives would be passed 
upon by the Comptroller, and the FDIC, and mergers where an in- 
sured bank, whether member or nonmember, survives, will be passed 
upon by the State banking supervisor having jurisdiction, and the 
FDIC. 

The Senate report on this bill indicates that the proposed three-way 
division of responsibility follows the traditional approach to the 
regulation of banking by the bank supervisory agencies. We believe 
that the principles underlying this approach is wrong. 

When Congress created the Federal Reserve System, and the FDIC, 
it did not intend to superimpose another supervisory agency on top 
of the supervisors of State banks, or on top of the Comptroller, who 
supervises national banks. Both of these organizations were created 
for specific purposes. The Federal Reserve System to handle money 
and credit control, and the Federal Deposit Insurance Corporation 
to act as an insurance company covering the deposits of banks. To the 
extent that they are given supervisory powers, such powers were lim- 
ited in scope and designed to implement the particular purposes for 
which those agencies were created. Accordingly, when the question 
arises as to which Federal agency should handle a particular prob- 
lem, such as merger approval, the approach should be to ascertain 
which of the agencies has the most legitimate and logical interest in 
the problem, in the terms of the purpose for which that agency is 
created. The approach should not be a mechanical one, which auto- 
matically turns over all questions relating to national banks to the 
Comptroller, and State nonmember insured banks to FDIC and 
State member banks to Federal Reserve. 

Under the principles which I have just outlined, it is apparent that 
FDIC, as the insurance company for banks, has an interest in all 
mergers involving insured banks, whether the surviving insured bank 
is a national bank, or a State member, or nonmember bank. 
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_ On the other hand, the interest of the Federal Reserve Board which 
is concerned with the question of national import relating to money 
and credit control of the country, is more remote. It is for this reason 
that it would seem apparent that the FDIC should have the right to 
pass upon all mergers involving insured banks, in addition to the 
approval required by the Comptroller who is interested as a supervisor 
of national banks or the State supervisor of banks whose interest is as 
the supervisor under State law. 

_ The three-way division of merger approval, responsibility, proposed 
in S. 1062, has another defect : 

It is our view that unless there is uniformity of application of the 
standards relating to merger approval to be tee by the Federal 
agencies to bank mergers, the equality of competitive position between 
the two banking systems so necessary for the continued existence of the 
dual system, which Congress has always carefully tried to preserve, 
will be impaired. 

As 1062, for the reasons which I shall state, does not insure uni- 
formity of application and standards, the association’s proposed 
amendment whereby all mergers involving insured banks will be 
passed upon by one agency, the FDIC, will assure that uniformity of 
standards. 

The association was gratified to see that the principles of uni- 
formity, and its relation to the preservation of the dual banking system, 
was recognized and emphasized in the Senate committee report on this 
bill. The principle is vital. However, the question remains as to how 
to implement the principle. 

While we recognize that the advisory opinion provisions of S. 1062 
are a step in the right direction, we believe that the only logical and 
fair method of applying the controls desired is to empower one and 
the same agency to apply the factors to all bank mergers, whether 
State or national. It should first be noted that S. 1062 appears to 
require consultation with the other Federal agencies only with re- 
spect to the question of competition. 

Second, the standards to be applied to the approval of a merger, 
both banking and competitive factors, are not rigid judicial standards, 
or legislative standards. They are quasi-judicial in nature, involving 
a large measure of judgment and discretion. The results of the appli- 
cation of those standards will vary with the philosophy of the in- 
dividual or individuals applying the standards. There is no way to 
legislate or assure uniformity of judgment where different men in 
different agencies deal with different, entirely different, circumstances 
and conditions. The only way to achieve such uniformity is to follow 
the proposal of the association which we urge, to have the same body 
of men, the members of the Board of Directors of the Federal Deposit 
Insurance Corporation, act upon all mergers involving insured banks. 

Moreover, the requirement of the exchange of views among the 
several agencies presents serious administrative problems. We must 
assume that the agency charged with the responsibility to make the 
ultimate decision upon a merger will give due and proper considera- 
tion to the views expressed by the other agencies. Such views of the 
other agencies are, therefore, factors in the decisions that results. 
They must represent the deliberate and considered judgment of the 
agency expressing them, based upon full information relative to the 
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combinations under consideration, and they must be arrived at by the 
agency expressing them independently of the other agencies. 

This will involve an independent investigation and study by each 
agency, of all the factors involved in making a determination as to 
whether the combination will lessen competition unduly, or tend un- 
duly to create a monopoly. 

What are these factors which must be considered? It appeared to 
be agreed by the witnesses that have appeared before this committee, 
and I concur with those opinions, that the use of the word “unduly” 
requires the weighing of banking factors, which are prescribed by 
section 6 of the FDIC Act, against the factors of competition, and 
thereby reach a conclusion as to whether the latter, the factors of 
competition, have an undue effect. : 

Thus if the views of one agency on a merger of State banks, which 
must be approved by either of the other two agencies, are to be given 
the weight in that approval action contemplated by the act as pres- 
ently drawn, that agency must make a full study of the merger from 
the standpoint of all the factors involved, both banking and com- 
petitive. 

Now, in the case of the Comptroller, this will involve his investi- 
gating and passing judgment upon the condition and actions of State 
banks with which, under our system of Government, he should have 
nothing to do. 

Furthermore, I assume that any agency having power to pass upon 
a combination of banks will afford to the parties interested the op- 
portunity, by consultation if not by hearing, to present information 
and data pertaining to the action under consideration, and to ascer- 
tain the basis for the ultimate decision in that matter. That would 
appear to be necessary to meet the requirements of due process, 

By what means will this opportunity be afforded to the parties in- 
terested to ascertain the basis for the views expressed by the other 
agencies, which will have such an important bearing on the ultimate 
decision in a given situation ? 

It is therefore my opinion that the means of attaining the necessary 
uniformity contemplated and intended to be provided by the amend- 
ment are impractical and probably ineffectual, and, I repeat, that the 
only sure way to attain such uniformity is by having one agency, to 
wit: the FDIC Board, act upon all mergers, consolidations, and ab- 
sorptions, involving insured banks. 

Thank you very much, Mr. Chairman. 

Mr. Brown. You state “While we recognize that the advisory opin- 
ion provisions of S. 1062 are a step in the right direction, we believe 
that the only logical and fair method of applying the controls desired 
is to empower one and the same agency to apply them to all bank 
mergers whether State or National.” 

Is that your only criticism of this bill ? 

Mr. Myers. That is right, sir. 

Mr. Brown. You subscribe to the bill with that exception ? 

Mr. Myers. Yes, sir; we feel that the power to control and approve 
mergers should be vested entirely in one agency, the FDIC Board. 

Mr. Brown. Are there any questions, gentlemen ? 

Mr. Moutrer. Mr. Chairman. 
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Mr. Myers, you have made a very powerful argument along the lines 
of some of the questions Mr. Barrett was asking. He was suggesting 
that there be a new agency set up with representatives of each of the 
various agencies sitting in to review and pass on these applications. 
You proceed somewhat. along the same line and say that there should 
be one agency to do the job? 

Mr. Myers. That is correct. 

Mr. Mutter. I really expected that your association would come 
forward stating there should be an amendment to this act which 
would give the State supervisors a right to be heard where mergers of 
State banks are involved. You don’t ask for that ? 

Mr. Myers. I assume that in the normal course of the administra- 
tion of the act they would have that opportunity. 

As a supervisor, I can say that my relations with the Federal Re- 
serve Board and the FDIC Board lead me to believe that there would 
be consultation. I don’t think there would be any question about 
that. I think it is highly desirable. 

Mr. Mutrer. But your association is willing to rely upon the volun- 
tary action on the part of the agencies to notify you where a State 
bank is involved and then have you submit your views? 

Mr. Myers. I think that is true. Because we would then be in ex- 
actly the same position as the Comptroller of the Currency. 

Now, it is true, the Comptroller of the Currency is a member of 
the FDIC Board, and that is an anomalous situation which our asso- 
ciation hopes will ultimately be corrected by having the Comptroller— 
the requirement that the Comptroller be an ex officio member of the 
Board eliminated from the law. 

Mr. Mutter. In advocating the enactment of the bill as we have it, 
you are in effect, however, advocating that there be two standards for 
mergers; one by stock acquisition, which is prohibited by section 7 of 
the Clayton Act, if it tends to lessen competition or create a mo- 
nopoly; and the other will be by acquisition of assets under this bill. 

We will then have two different standards. Why should there be 
two different standards? 

I am not trying to argue which is the right standard, but should 
there be two different standards? Why say, if you buy stock, you 
can go one course, and if you buy assets you can go another course? 

Mr. Myers. I see no reason why there should be two standards, and 
frankly I see every reason why the same agency should cover the 
whole area. 

Mr. Mutrer. And the point you make as to that which has given 
us so much trouble, the “substantially” and “unduly,” is that you want 
to be sure whatever the agency is that is going to act on these appli- 
cations for merger, that it will take into ace ount not only the question 
of competition but also all of the other banking factors? 

Mr. Myers. I subscribe to the interpretation of the word “unduly” 
that was given by Chairman Wolcott. I think he was right, and I 
think it is necessary that there be a weighing and balancing of the 
factors together to reach a proper conclusion. 

Mr. Mutrer. Thank you, Mr. Chairman. 

Mr. Brown. Mr. Hiestand. 

Mr. Hiestanp. No questions, Mr. Chairman. 

Mr. Brown. Mr. Moorhead. 
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Mr. Moorneap. Mr. Chairman, I first would like to welcome before 
this committee Mr. Myers, who is secretary of banking for my State 
of Pennsylvania. I would also like to welcome his counsel here, par- 
ticularly because he and I attended law school together. 

Mr. Myers, I would like to ask one question on the words “unduly” 
and “substantial,” which are going to worry us when we consider this 
bill: 

If we insert the word “substantial” in the place of the word “un- 
duly,” will you not still have this weighing process? Because in one 
sentence of this bill, we say the agency shall consider the factors 
enumerated in section 6, and then in the next sentence we say you shall 
consider also the competitive factors. 

Mr. Myers. I would think that 

Mr. Moornerap. And with two sentences both saying “consider,” 
you would still have to balance them. 

Mr. Myers. I would say if I were in a position to make a determina- 
tion on the basis of the proposal with the word “substantially” in- 
cluded, I would first determine whether or not the banking factors 
indicated the desirability of a merger. 

I would next consider whether the competitive factors indicated 
that there was a substantial lessening of competition, or a tendency 
towards monopoly, and if I found an appreciable degree of lessening 
of competition, then I think, under the act, I would be bound to dis- 
approve the merger. 

And I think that that would be extremely unfortunate for the 
banking business in a time such as we are now experiencing, when 
population is booming, industry is expanding and shifting. 

There must be flexibility in the extension of banking services, and 
that flexibility comes to a great extent through the establishment of 
branches, and the merging of institutions which are inadequate to 
meet the requirements of our expanding economy. 

Mr. Moorneap. Thank you very much for your very lucid explana- 
tion of your position. 

Mr. Myers. Thank you, sir. 

Mr. Brown. Any other questions? 

If not, Mr. Myers, thank you very much for your statement, and 
you may be excused. 

Mr. Myers. Thank you very much, Mr. Chairman. 

Mr. Brown. Our next witness is Carl W. Funk. 

You may proceed, Mr. Funk. 





STATEMENT OF CARL W. FUNK, CHAIRMAN, BANKING COMMITTEE, 
AMERICAN BAR ASSOCIATION 


Mr. Funk. I wish to thank the committee for permitting me to 
make a very brief statement here. I will try not to go over the ground 
which has been so thoroughly covered by previous witnesses, and 
merely to place on the record the position of the American Bar As- 
sociation on certain phases of this problem. 

My name is Carl W. Funk. I reside in Philadelphia, Pa., and as 
the chairman said, I come here on behalf of the American Bar Asso- 
ciation and am a member of the council of its section of corporation, 
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banking and business law, and I am chairman of its committee on 
banking. 

Just about 2 years ago, almost 2 years to the date, I think, the 
American Bar Association adopted a resolution which is quoted in 
my statement, and which modified a position which it had previ- 
ously taken. 

The resolution, which is still the official position of the American 
Bar Association, is that— 
the association recommends to the Congress that, instead of legislation amend- 
ing section 7 of the Clayton Act by extending the asset provisions to banks, 
banking associations and trust companies, legislation be enacted amending the 
Federal Deposit Insurance Act by prohibiting the merger or consolidation of any 
insured bank with any other insured bank, or the acquisition of the assets of 
or assumption of the deposit liabilities of any other insured bank without the 
prior written consent of the Comptroller of the Currency, the Board of Gover- 
nors of the Federal Reserve System or the Federal Deposit Insurance Corpora- 
tion, depending upon the status of the resulting, acquiring or assuming bank as 
a national bank, a State member bank, or a nonmember insured bank; and pro- 
viding that the appropriate agency shall take into consideration whether the 
effect of the merger, consolidation, acquisition or assumption may be to lessen 
competition unduly or to tend unduly to create a monopoly. 

Resolved, That the officers and councils of the sections of antitrust law and 
of corporation, banking and business law, be directed to urge legislation em- 
bodying the foregoing principles upon the proper committees of Congress. 

The resolution was offered by the section of corporation, banking 
and business law and had the support of the section of antitrust law. 

The resolution reflected a change in the position of the American 
Bar Association during the prior year. At its midwinter meeting in 
1956 the association had adopted a resolution recommending that leg- 
islation be enacted the effect of which would be to amend section 7 of 
the Clayton Act by extending the asset provision to banks. 

It proposed that this result be accomplished by a statute such as 
H.R. 5948 of the 84th Congress. This view had been voiced on be- 
half of the association on May 25, 1956, by Mr. Bergson. 

After the 1956 midwinter meeting had ended, S. 3911 was intro- 
duced into the 84th Congress. The provisions of this bill were similar 
to S. 1062 of the 86th Congress. 

The Committee on State Banks and the Committee on National 
Banks—which later were combined as the Committee on Banking— 
then reviewed all of the legislation affecting bank mergers which had 
been proposed during the 84th Congress and concluded that the ap- 
proach embodied in S. 3911 of the 84th Congress and carried now for- 
ward in S. 1062 of this Congress was the most desirable one from the 
point of view of banks, their depositors, and the public in general. 

The committee on State banks, by a vote of 16 to 0, the committee 
on national banks, by a vote of 12 to 0, and the council of the sec- 
tion of corporation, banking and business law, by a vote of 9 to 0, 
recommended the foregoing resolution to the association for adoption. 

The resolution was then referred to the council of the section of 
antitrust law, which determined to support it when it was presented 
to the house of delegates. 

It was accordingly proposed by our section on February 19, 1957, 
and was uanimously adopted by the house of delegates. It thereby 
became the official action of the association. 

We supported section 23 of title III of the proposed Financial In- 
stitutions Act (S. 1451 and H.R. 7026 of the 85th Congress) and 
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now support S. 1062 of the 86th Congress. We believe S. 1062 is 
the proper approach to the regulation of the antitrust phases of 
mergers of banking institutions. In our opinion, such mergers can 
be more effectively regulated in the interest of depositors, share- 
holders, and the public in general, by legislation affecting banks alone, 
rather than by extending to banks legislation applicable to corpora- 
tions of all kinds. In our judgment, bank mergers should be under 
the jurisdiction of the governmental bodies having general super- 
vision over banking matters, that is, the Comptroller of the Currency, 
the Board of Governors of the Federal Reserve System, or the Fed- 
eral Deposit Insurance Corporation, depending on the status of the 
parties to the merger. We think it desirable that bank mergers be 
subjected to the prior approval of the cognizant supervisory agency 
and that once this approval has been given, the merger itself should 
thereafter be immune from attack. Any legislation that would permit 
an attack on an approved and consummated bank merger and which 
could be used to force a division of the resulting institution into its 
original parts would be dangerous to bank depositors and to the 
public. 

We favor the application of the “unduly” standard of S. 1062 
rather than the “substantiality standard” of the Clayton Act where 
a bank merger is under consideration. We do not consider that every 
merger of banks, the effect of which may be substantially to lessen 
competition or to tend to create a monopoly, should necessarily be 
forbidden. We concur on this in the views of Senator Fulbright as 
set forth in his letter to Senator O’Mahoney, dated May 16, 1956, 
which is set out on pages 7 and 8 of the “Hearings on S. 3341, S. 3424, 
and H.R. 9424, 84th Congress,” where he pointed out a number of 
situations where it may be in the public interest to permit a merger 
to be consummated even where it has just that effect. 

We recognize that the Supreme Court of the United States in 
International Shoe Company v. Federal Trade Commission (280 U.S. 
291 (1930)) has allowed certain leeway under the Clayton Act in 
situations where one corporation is taking over another whose re- 
sources are so depleted and whose prospects of rehabilitation are so 
remote that it is faced with the grave proability of business failure, 
and has said that such a takeover does not substantially lessen com- 

etition or restrain commerce within the intent of the Clayton Act. 
Towever, we can foresee some situations where it would be highly 
desirable from the point of view of the public to permit one bank 
to take over another before the latter has reached the desperate con- 
dition described by the Supreme Court, but where the effect of a 
beneficial merger might nevertheless be substantially to lessen com- 
petition between the two institutions. 

Accordingly, we feel that in the banking field, the standard now 
proposed by S. 1062 is one which is most in the public interest. 

I thank you. 

Mr. Brown. You advocate the passage of this bill as it is, then ¢ 

Mr. Funx. We advocate the passage of this bill as it is; yes, sir. 

Mr. Brown. Are there any questions, gentlemen ¢ 

Mr. Funk. The only thing that we took positions on, really, were 
the fact that the approval should be given by the supervisory author- 
ities, and the standard, the undue lessening of competition. There 
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are certain changes that we have made in the bill as originally intro- 
duced, that we did not consider, and, therefore, I am in no position 
to say what the association would say on that because the association 
has taken no position upon them. 

Mr. Brown. Any questions? 

Mr. Motrer. Mr. Chairman. 

Mr. Brown. Mr. Multer. 

Mr. Mutter. Mr. Funk, the fact is, then, that the association, in 
effect, is taking a position on the principles of S. 1062. But neither 
the association in meeting of its delegates, nor the committee on 
State banks, the committee on national be inks, the council on corpora- 
tion and banking and business law, nor the section on antitrust law, 
have reviewed any of the proposed amendments, or taken any posi- 
tion with reference to any thereof ? 

Mr. Funx. That is correct, sir. The position remains the same 
as it was in 1957. 

Mr. Motrer. And in 1956, under the guidance of Mr, Bergson, 
who had been Assistant Attorney General in charge of the Antitrust 
Division of the Department of Justice, the association then went on 
record in favor of extending section 7 of the Clayton Act to situations 
such as this? 

Mr. Funk. That was the original position of the association, but 
the antitrust section went along - with the mod/fication that was made 
in 1957. They endorsed it. 

Mr. Murer. Would it be a fair summary to say that the asso- 
ciation’s position would be satisfied if the bill which came out or that 
was finally enacted made certain that in passing on applications for 
merger, all of the banking factors were taken into account along with 
the competitive factors? 

Mr. Funx. Well, of course, sir, I think the position of the associa- 
tion assumes that banking factors will be taken into consideration. 
We were concerned primarily, I would say almost solely, with the 
competitive problem and whether a standard should be applied to 
that problem, and we felt that the substantiality test of the Clayton Act 
would unduly, or would prevent certain desirable mer gers, mergers 
that were very much in the public interest because of certain special 
situations, from being permitted, and that the public therefore would 
be prejudiced. 

Mr. Motrer. I think you are putting just a little differently the 
same think that I said. 

Mr. Funk. I think perhaps I am, sir. 

Mr. Mucrer. In other words, if the law as finally enacted will 
assure that the reviewing agency will take into account all of the 
banking factors, and not rely solely on the competitive factors, the 
position of the American Bar Association is satisfied ? 

Mr. Funx. I think that is a fair statement, sir. 

Mr. Mutter. Thank you. 

Mr. Brown. Thank you, Mr. Funk. You may be excused. 

Mr. Funk. Thank you, sir. 

Mr. Brown. That concludes the hearings. We will go into execu- 
tive session on the bill in the near future. 

The committee will stand adjourned. 
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(The following statements have been submitted to the sub- 
committee :) 


STATEMENT OF G. RUSSELL CLARK, NEW YorRK STATE SUPERINTENDENT OF BANKS 
BANK MERGERS: A STATE SUPERVISOR’S PERSPECTIVE 


I wish to express my appreciation for the invitation of the banking law section 
of the State bar association to address you this afternoon. I have selected as 
my topic the problem of mergers of commercial banks as it appears from the 
viewpoint of a State bank supervisory official. 

As you are aware, the postwar period has been characterized by a substantial 
commercial bank merger trend, both in this State and throughout the country. 
Concern has been expressed in some quarters as to the effect that this trend 
may have on the maintenance of a competitive banking system. 

I do not think I need dwell on the economic and social desirability of main- 
taining competition, both in business generally and in banking. As I will 
indicate later, however, I believe that banking does create some particular 
problems in this connection because of the nature of the industry. 

What is the role of a bank supervisory agency in the maintenance of competi- 
tion in banking? As I stated recently, among the major objectives of a bank 
supervisory authority in guiding the future role of banking in our economy is 
to retain the investment incentive of risk-rewarded capital, to encourage the 
stimulation of new ideas and concepts which flow from competition, and to 
prevent overconcentration and the abuse of oligopolistic power. At the same 
time the banking supervisor is deeply concerned with affording the public com- 
prehensive commercial banking services and with preventing harmful competi- 
tion of a character which might impair the stability of the banking system and 
the solvency of any of its component banks. As superintendent of banks in this 
State, in exercising my responsibility in passing upon merger applications, I 
have the problem of harmonizing the foregoing objectives to the best of my 
ability. As you know, my authority to pass on merger applications encompasses 
only those instances where the receiving institution is a State-chartered bank. 

Unfortunately, the banking law, as presently constructed, provides no clear-cut, 
universally applicable criteria upon which commercial bank merger decisions 
by the superintendent are to be based. This is not to say that there are no 
policy guidelines at all, but rather that these are somewhat vague and general 
in nature. 

Virtually the only statutory standards to which the banking department can 
look are those set forth in the statement of policy of this State toward banking 
contained in section 10 of the banking law. Briefly, the relevant portion of sec- 
tion 10 provides that the department shall supervise and regulate banking 
organizations in such a way as to “eliminate unsound and destructive competi- 
tion,” and “protect the public interest.” 

The mandate to eliminate unsound and destructive competition may be inter- 
preted in two ways. First, where there is an excessive number of banking 
institutions in any particular community or area, the result frequently has been 
that competition between them led to unsound banking practices. It would 
seem reasonably clear that a merger between two such institutions would be 
desirable, and would be sanctioned by this provision of the law. Fortunately, 
since the banking difficulties of the early 1930's, these situations have been 
extremely rare in this State as well as in most other parts of the country. 

Second, this directive could be interpreted to require a denial of a merger 
proposal which, if granted, would result in a banking institution so large and 
so strong as to constitute a competitive force destructive to other banking 
institutions in the community. Such a situation is also comparatively rare. 

Thus, in dealing with most merger proposals, we must turn to the public 
interest criterion. This is obviously an extremely amorphous standard, leaving 
the banking department with broad discretionary power of application. In 
applying it, we have considered both the technical, so-called banking factors, 
and the competitive impact on the public of a proposed merger. Included among 
the banking factors are the banks’ capital position, their liquidity, the nature 
of their assets, their financial history, their present management, problems of 
management succession, and so on. 

If the so-called banking factors unquestionably warrant approval of a merger 
and its adverse effect upon competition is minimal, I will approve the merger. 
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Tf, on the other hand, the so-called banking factors do not conclusively warrant 
approval of a merger, we consider in even greater detail the competitive impact 
of the proposed merger. In so doing I have taken the position that the merger 
proposal should be approved unless its competitive impact would be injurious 
to the public interest. To state it another way, the statutory policy of this State 
toward bank mergers cannot be construed as requiring that proposed commercial 
bank mergers be reated in the same way as mergers of certain public utilities, 
where it is incumbent upon the parties to show affirmatively that the merger is 
in the public interest. 

Turning to the competitive factors, let me briefly mention some of the ques- 
tions that we ask in order to illustrate how we proceed. Fundamentally, our 
approach is to examine in detail each of the major activities, or lines of commerce, 
of the banks involved in the proposed merger. For example, in the last New 
York City bank merger we investigated 17 separate lines of commerce, includ- 
ing business loans, brokers’ and dealers’ loans, consumer and real-estate loans, 
savings and special checking accounts, the bank acceptance and municipal and 
U.S. Government securities markets, and the various personal and corporate 
trust department services of the banks involved. We made an economic analysis 
of each of these activities in order to determine whether the effective competitive 
market area was local in nature, regional, or nationwide. For each of these 
services we attempted to evaluate the extent and strength of the competition 
which would be faced by the merged institution, both from other banks as well 
as other sources. We sought to determine the probable impact of the increased 
concentration resulting from the merger on both the public as well as upon com- 
peting institutions. We ascertained whether there would be adequate alterna- 
tives available to the users of banking services and what the impact of the merger 
would be upon them. We further appraised the significance of the competition 
between the two banks involved, which would, of course, be eliminated as a 
result of the proposed merger. We also sought to determine the degree of the 
overlapping of accounts and the extent to which a substantial competitor might 
be eliminated as a result of the proposed merger. Only after making these inten- 
sive investigations were we in a position to arrive at a balanced evaluation of 
the competitive impact of the merger proposal. 

This, then, is the present status of the development of merger criteria under 
the banking law. The criteria are extremely broad and afford only the most 
limited guides with respect to the competitive aspects of commercial bank 
mergers. In order to correct these inadequacies, the banking department intends 
to sponsor a bill dealing with the subject in this forthcoming session. We expect 
that this proposed amendment will provide that in determining whether to ap- 
prove a merger the superintendent shall consider, first, the declaration of policy 
expressed in section 10 of the banking law; second, whether the merger would 
expand the size of the resulting bank beyond limits consistent with adequate and 
sound banking or will result in a concentration of assets beyond limits consistent 
with effective competition; third, whether the merger would result in such a 
lessening of competition as to be injurious to the interests of the public or tend 
toward monopoly; and, finally, what the effects of the merger would be on the 
public interest and the needs and convenience thereof. 

We, in New York State, cannot afford, however, to ignore the current status of 
the Federal banking statutes with respect to the commercial bank mergers, and 
I would like to discuss this situation briefly. The Comptroller of the Currency, 
who is empowered to pass upon mergers when the surviving institution is a 
national bank, is also faced with the difficulty of lacking the guidance of specific 
criteria dealing with competitive factors. I might also mention in passing the 
role that the Board of Governors of the Federal Reserve System has taken in 
this field. At present the Board exercises no direct control over bank mergers, 
except when there is a diminution of the capital of the banks involved. Much 
more significant for present purposes, however, is the fact that the Board may 
have the power to approve or disapprove the establishment of branches of State 
member banks being acquired by merger. As you undoubtedly know, there are 





currently two cases before the courts involving denial by the Federal Reserve 
Board of the application of a State member bank to continue to operate as 
branches the former offices of the bank which it had absorbed. Denial was based 
upon the Board’s view that the continued operation of the branches being 
acquired by the receiving institution would result in a significant reduction in 
competition. The Board maintains that it is not passing upon the particular 
mergers involved, over which it admittedly has no legal jurisdiction, since there 
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is no lessening of the banks’ capital, but rather over the establishment of 
branches. 

I do not think I need to point out that in many cases, one of the major reasons 
prompting a merger is the desire to obtain additional branch outlets. To deny 
the branches resulting from merger very often is, in terms of practical effect, 
virtually to nullify the merger itself. 

In view of the apparent limited applicability of both the Sherman and Clayton 
Acts to banking, with the increasing concern in recent years over the competi- 
tive implications of the bank merger trend, and in the absence of a uniform ap- 
proach to mergers on the part of the Comptroller, the Board of Governors of the 
Federal Reserve System and State banking supervisory authorities, Congress 
has been considering various legislative proposals. As a State supervisor, I have 
tried to keep closely in touch with recent developments and have been concerned 
about some of the issues which have arisen. 

The first major issue has been who shall have the authority over bank mergers. 
Some have favored direct amendment of the Clayton Act to apply to banking in- 
stitutions its prohibitions against anticompetitive asset acquisitions. This sug- 
gestion has not received widespread support in the Congress because, in the opin- 
ion of many, banking is a unique type of industry requiring special treatment. 
That is not to say that the opponents of this proposal do not believe that anti- 
trust criteria should be applied to banking, but rather question whether amend- 
ing the Clayton Act is the appropriate method. 

The other approach has been to place the power over bank mergers in the 
hands of the Federal bank supervisory agencies. In fact, the U.S. Senate, in 
May of this year, passed such a bill, which the House has not yet acted upon. I, 
as a State bank supervisor, would find highly desirable legislation along some 
such lines, as I believe it would result in a needed uniformity of approach to 
bank mergers, whether the resulting bank be a State or National bank. 

This pending bill would require that where the institution resulting from a 
merger is a State-chartered member bank, the Federal Reserve System’s Board 
of Governors must pass on the merger. If the resulting bank is a State-chartered, 
nonmember insured bank, then the Federal Deposit Insurance Corporation would 
have authority, while if the surviving bank were a national bank, control would 
be vested in the Comptroller of the Currency. The bill would require each super- 
visory agency to consult with the other in order that a uniform policy may be 
adopted. 

This bill, however, by no means leaves the Justice Department out of the pic- 
ture. On the contrary, it requires that, except in emergency situations, the bank- 
ing agencies request an opinion from the Attorney General as regards the com- 
petitive factors in the case. This opinion of the Attorney General is not to be 
binding upon the Federal banking agencies, but rather is to constitute part of 
the overall evidence which the banking agencies must consider in deciding on a 
particular case. 

Some concern has been expressed as to whether this proposal might not result 
in the Justice Department acquiring an excessive influence on the banking 
agencies, despite the purely advisory nature of its opinion. This concern has 
been voiced by many persons who believe that even as to matters relating to 
the competitive impact of a proposed merger, bank regulatory agencies, be they 
State or Federal, are able independently to judge and evaluate the competitive 
aspects of a merger proposal before them. 

As I shall discuss later, it is not absolutely clear under the proposed Senate 
bill what test is to be applied to evaluating bank mergers where banking factors 
do not warrant approval of the merger. I believe it to be implicit in this bill 
that in the absence of favorable banking factors, a merger of two commercial 
banks would be approved if the effect upon competition is not “undue.” The 
danger that I see in giving advisory powers to the Attorney General is that were 
the term “undue” to be construed to require application of a test analogous to 
that under the Clayton Act in the event that banking factors do not warrant 
approval of the merger, a law enforcement agency will be attempting to give 
impartial opinions as to the proper tests to be applied under the very law that 
it is called upon to enforce in other situations but which it would have no power 
to enforce in the present situation. If the term “undue” were to be construed 
as requiring a different test from that of the Clayton Act, the Justice Department 
would be charged with interpreting the new criteria without having had the 
opportunity to develop the great degree of familiarity with, or expertness in, 
banking matters which has been built up over the years by the Federal banking 
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supervisory authorities charged by the same statute with the primary responsi- 
bility of enforcement. Nor would Justice have had any greater experience with 
the new criteria than would the bank supervisory authorities. In addition, the 
Justice Department would be placed in the difficult position of having to disregard 
its past experience in interpreting the Clayton Act, in order to apply the new 
statutory criteria without preconceptions carried over from the Clayton Act. 

I recognize that it is a common practice for the Department of Justice to give 
advisory opinions as to many areas of Federal law, but I, for one, do not see 
why our conscientious and competent Federal banking authorities should not be 
given complete control and authority over interpretation and enforcement of any 
Federal statute relating to commercial bank mergers. To give ultimate juris- 
diction over mergers to a Federal agency other than the Department of Justice 
is certainly not a unique solution and, so I have been told, has previously been 
highly successful in analogous areas. 

If Congress deems it advisable, however, to place some authority in the hands 
of the Justice Department, I would propose the following as a possible approach. 
In the first instance, if either the State authority or the Comptroller should ap- 
prove a proposed bank merger, the Federal Reserve or the FDIC should be given 
complete authority to review that merger. If the reviewing agency finds that 
banking factors require approval, it may grant such approval regardless of the 
effect on competition, if not so undue as to have a clearly adverse effect upon the 
public, and if the adverse effect is not offset by the advantage to the public by 
reason of the banking factors involved. If banking factors are somewhat favor- 
able but are outweighed by the adverse competitive impact, the merger should be 
disapproved. Consequently, in any situation in which there were some positive 
banking factors which would warrant approval of the merger and also some anti- 
competitive factors, the decision would rest solely within the jurisdiction of the 
Federal Reserve or the FDIC. If, on the other hand, the banking factors do not 
point to the need for approving the merger, the Federal Reserve or the FDIC 
should then make its decision based on its own evaluation of the competitive 
effects of the merger. If it concludes that competition will not be adversely 
affected, it may approve the merger. It would then be required to certify its 
findings with respect to the competitive effects of the merger to the Justice 
Department, at which point, Justice, if it so desired, could proceed against the 
merger in the courts. 

I would propose that this power be granted to the Justice Department within 
the framework of the banking laws and subject to the specific criteria laid down 
in this bill, a subject to which I will turn in just a moment. I believe that such a 
procedure would have the advantages of avoiding duplication of effort and elim- 
inating the necessity of obtaining any opinion of the Attorney General’s office in 
situations in which banking factors will dictate whether or not a proposed merger 
will be approved. If Justice believed that the merger would result in a significant 
reduction of competition, it would have the power—which it lacks under the 
Senate version of the bill—to proceed against the merger in the courts. This 
would afford the parties a fair hearing in the courts on the question of the 
effects upon competition and would develop a body of judicial opinion dealing 
with the interpretation of the standards and criteria set forth in this bill. 

As I stated before, I would suggest, however, that Federal control over 
State bank mergers be lodged solely with the Board of Governors of the 
Federal Reserve System and the Board of Directors of the FDIC. If this does 
not achieve the desired results, I would then advocate giving the Department 
of Justice jurisdiction as set forth above. In making this proposal, I wish it to 
be clearly understood that I have the greatest respect for the role of Depart- 
ment of Justice and its efforts to insure that wholesome competitive conditions 
persist in this country’s business and industry. I would, however, speaking not 
as a supervisor but as one connected with banking for 40 years, prefer to see 
questions as to the competitive impact of bank mergers handled by men who 
devote their entire time to supervising banking and are familiar with every as- 
pect of it. In making this suggestion, I do so with the sincere belief that this 
is in the interests of achieving the best possible banking system, which has been 
and shall continue to be my sole objective. Any efforts that fall within my 
capabilities shall be toward that objective, and I shall unhesitatingly cooperate 
with others to that end. Again, let me state that Federal supervision over State 
and National bank mergers by the Federal Reserve and the FDIC, as the case 
may be, would be highly desirable because of the uniformity in approach that 
should ensue. 
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The second major issue relating to the Federal statutes on bank mergers 
concerns the specific criteria which should be applicable to bank mergers. The 
bill passed by the Senate provides that both the so-called banking factors as well 
as the competitive factors must be considered. Specifically, it requires considera- 
tion of the financial history and condition of the banks, the adequacy of capital, 
future earnings prospects, nature of management, and convenience and needs of 
the community to be served. In addition, the three Federal banking agencies 
would be required to consider whether the effects of the proposed merger may 
be “to lessen competition unduly or to tend unduly to create a monopoly.” Some 
controversy has arisen as to whether the competitive criteria should be a 
“substantial” lessening of competition or an “undue” lessening. The words of 
the Senate Banking and Currency Committee in its report accompanying its 
proposed bill bear repeating in this connection : 

The word “unduly” is used in the bill to make clear the intention that the 
effect of any lessening of competition or tendency to monopoly which may be 
found by the agency should not be used as a controlling or determinative factor 
in and of itself. The word “unduly” is used to show that any lessening of 
competition or tendency to monopoly which may be found by the agency * * * 
must be weighed and considered * * * as just one of the several factors which 
will go to form its balanced judgment, on the basis of all of the factors 
involved. 

This, of course, is in recognition of the fact that there may be situations in 
banking where a merger is desirable despite the fact that competition may be 
lessened. For example, this would apply to situations where there was a possi- 
bility of bank failure; or where the problems of inadequate capital or unsound 
assets might make merger desirable; or where serious problems of management 
ability or management succession arise; or where the bank’s prospects are un- 
favorable; or where the bank to be acquired is an uneconomic unit or is too 
small to meet the needs of its community; or where there is an overbanked sit- 
uation leading to unsound competitive practices. In view of all these possible 
circumstances, I believe that competitive factors should not take precedence in 
every case, and I believe that the standards set forth in the Senate bill ade- 
quately insure such cases will be considered properly 

The question might be raised as to how “unduly,” as applied to a lessening of 
competition, is to be interpreted in those cases where banking factors do not 
necessitate approval of a proposed merger. It would seem that this is some- 
what uncertain and would require the application of administrative discretion 
and judgment. Ultimately, the courts will have the responsibility for the in- 
terpretation of the criteria laid down in the proposed statute. The very in- 
definiteness of the criterion to be applied by the Federal agency in assessing 
the effect of a proposed merger upon competition (where there are no positive 
banking factors), will of necessity lead to extended litigation. I personally 
would prefer to see the proposed bill contain a more specific criterion in this 
regard to avoid the uncertainly and resulting litigation which will probably ensue 
under the present bill. 

And, finally, I am concerned with what the effect of this proposed bill might 
be on the position of the State regulatory agencies. On this score, I believe 
that there are some valid criticisms which may be made. Briefly, I believe it 
places State-chartered banks somewhat at a disadvantage as compared to na- 
tional banks. This is so because the bill requires in virtually all cases, that 
when the surviving bank resulting from a proposed merger is State-chartered, 
two agencies must approve: the State supervisor and the Federal authorities, 
either Federal Reserve or FDIC, as the case may be. However, where the 
resulting institution is a national bank only one agency must approve: namely, 
the Comptroller of the Currency. As a practical matter, this may lead to a 
situation where, if there are two banks contemplating merger, one of them cur- 
rently under State charter and the other under national charter, they will 
tend to select the national charter to avoid the double hurdle. 

This is a problem with which all State supervisory authorities are concerned. 
Through the legislative representatives of the National Association of Super- 
visors of State Banks, their position has been made clear in testimony before 
the Senate Banking and Currency Committee. The supervisors felt the bill 
should provide that whether the resulting institution is State or federally 
chartered, two agencies should be required to approve. In the case of State- 
chartered banks, approval would have to be obtained from the State super- 
visor and from either Federal Reserve or FDIC, as the present bill provides. 
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In the case of national banks, we suggested that such mergers be required to 
obtain the necessary approval of both the Comptroller of the Currency and 
either the Federal Reserve or FDIC. This we believe would eliminate any pos- 
sibility of competitive advantage in the choice of a charter in the case of 
mergers, while at the same time leading to a degree of uniformity in policy on 
a nationwide basis. 

I might add one other point regarding the role of the States in this matter. 
As I have indicated, when the resulting institution is State chartered, the State 
supervisor could still pass upon such a merger proposal under relevant State 
law. If he approved the merger, it would still be subject to the approval of 
the respective Federal agency, either the Federal Reserve or FDIC. If, how- 
ever, the State supervisor disapproves the merger, then that would be the end 
of it. If we view these Federal legislative proposals as reflecting the desire 
to regulate bank mergers more closely and to make them more difficult to 
achieve, the general effect of this bill is to place one additional roadblock in 
the path of bank mergers, while the States retain the right to turn down any 
such mergers under their jurisdiction. 

The helpful and effective role that competition plays in benefiting the public 
is amply demonstrated by the conditions prevailing in New York City at this 
time. The charges for services rendered and rates of profit are lower for insti- 
tutions in New York City than for banks anywhere else in the country. For 
example, data collected by the Federal Reserve System indicate that regardless 
of the size of the loans made, whether they be large or small, whether they 
be to giant corporations or small local businessmen, the New York City banks 
charge a lower rate than banks in other major cities throughout the country. 
To illustrate, in June of this year the average rates charged on short-term 
business loans of $1,000 to $10,000 each was 5.55 percent in New York City, as 
contrasted with 5.67 percent in 7 other northern and eastern cities in the Federal 
Reserve sample, and 5.74 percent in 11 southern and western cities. Turning 
to the larger loans, rates charged on loans of $200,000 and over averaged 4.61 
percent in New York City, 4.78 percent in the 7 northern and eastern cities, 
and 4.87 percent in 11 southern and western cities. 

Furthermore, the rate of return on capital of New York City banks is less 
than that of banks elsewhere in the country and much lower than that earned 
in other industries, and this has been true for many years. Between 1953 and 
1958 the average rate of return on capital, after taxes, for the large downtown 
New York City banks was 7.5 percent as compared to 8.7 percent for other 
member banks throughout the country. This has also been in contrast to the 
12.7-percent return in manufacturing over this same period and 9.7 percent for 
public utilities. 

Despite the fact that stringent and effective competition prevails in New York 
City and in many other areas of this State, I intend to be constantly alert to 
the problems of undue concentration, and to any proposed action which may 
render such competition less keen than it now is. As I stated recently in 
approving the Chemical-New York Trust merger, a point of undue concentra- 
tion may be reached shortly if continued reliance is to be placed upon growth 
by merger rather than by normal means in New York City, as well as in other 
areas of this State. 

Our banking department will continue in the future to analyze with the most 
painstaking care the competitive effects of any bank merger proposals, includ- 
ing but not limited to the undue concentration problems upon which I have 
touched. Our responsibility to the public and to the institutions under our 
supervision requires no less. We intend to continue fulfilling that responsibility 
to the best of our ability. 

Thank you. 





STATEMENT OF THE CHAMBER OF COMMERCE OF THE UNITED STATES 


The Chamber of Commerce of the United States supports S. 1062 which would 
amend the Federal Deposit Insurance Corporation Act to effect control over 
bank mergers and provide for advance approval of a merger or asset acquisition 
by the existing banking regulatory agencies. 

The national chamber believes in the principle of a dual banking system which 
provides checks and balances consistent with effective supervision in a private 
enterprise economy. 
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Competition is, of course, the essence of free enterprise, and maintaining 
competition is vital to the preservation of free private financial institutions. 
Banks, and particularly the larger among them, are active in many diverse 
markets, often national in scope. Not only are there many banks in the broad 
credit markets, many nonbank financial companies add to the competitiveness of 
these markets; for example, insurance companies, savings and loan associations, 
and so forth. In evaluating the degree of competition which exists in a par- 
ticular case, the relevant market or markets must be considered. Commercial 
banks must compete with other financial institutions, so long as there is freedom 
of choice. We believe that bank mergers and consolidations per se, rarely 
result in a lessening of overall competition in financial markets, and in many 
eases actually improve the workings of the market and, thereby, improve service 
to business and the public at large. 

In addition to the competitive implications of bank mergers, other public 
interest factors, peculiar to banking, are of great importance. Safety, solvency 
and adequacy are of prime importance. In a particular community, protecting 
the public and assuring the public of adequate banking services are often more 
important than preserving an existing banking institution. For example, there 
may be four or five good banks, highly competitive; suddenly one finds itself 
in a weakened condition, but still solvent. A merger with one of the stronger 
banks might or might not tend to lessen competition, but this factor cannot be 
considered in a vacuum. To deny a merger or consolidation, might result in the 
final liquidation of the bank to the detriment of depositors and the citizens of 
the community. 

Because of the complex of factors which obtain in the banking field, Congress 
and the States have established sound and adequate chartering and supervisory 
agencies. Banking is a highly regulated industry. It seems only sensible that 
the agencies charged with the public responsibility of supervising must also 
remain in a position of determining the effects and ramifications of mergers and 
consolidations within the industry. 

A real competition permeates the banking industry. This competition has 
been fostered through the development of better communications and the accessii- 
bility to credit and other banking sources. 

In the private sector alone, commercial banking competition is two-pronged ; 
(a) between banking institutions, and (b) between types of financial institu- 
tions ; such as savings and loan associations, credit unions, savings banks, finance 
companies, and insurance companies. 

In addition to private competition in the savings and lending field, the Federal 
Government provides competition for financial institutions through loans, sub- 
sidies, grants-in-aid or insuring activities. With this Federal invasion into the 
credit field came direct lending in 1917 and the insuring and guaranteeing of 
private loans in 19384. In some instances this may have been helpful to the 
banking system, but not without the inherent dangers of Federal intrusion. Some 
of these Federal programs in the financial field are: 

Governmental savings programs: 
Postal savings system. 
J.S. savings bonds program. 
Governmental lending programs: 
Small Business Investment Companies Act. 
Small Business Administration : 
Disaster loans. 
Business loans. 
Department of Agriculture: Rural electrification loans. 
Farm Credit Administration : 
Federal land bank loans (long-term). 
Production Credit Association (short-term). 
Federal intermediate credit bank (short-term). 
Banks for cooperatives. 
Housing and Home Finance Aigency: Urban Renewal Administration ad- 
vances (5-year and long-term) 
Community Facilities Administration: 
College housing loans (long-term), 
Public facility loans (long-term). 

Public Housing Administration : Low-rent housing. 

Within the overall framework of supervisory and chartering agencies on the 
State and National level, banking has undergone profound change. There has 
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been a marked change from the more restricted clientele type of banking to mass 
or retail banking. This new approach to serving the community has brought 
considerable change in the availability of credit. And this new approach has 
meant the development of new financial services—personal, consumer, and in- 
stallment loans; crop, seed, livestock, and machinery loans and the newer type 
of industry, business, and agriculture term loan. 

American business and the consuming public have been served by the banking 
industry through all of these new and more efficient developments. The services 
of financial institutions have been broadened and modernized, leading to aggres- 
sive and greater competition. 

With rapid communications, speedy transit and efficient business operations, 
the services of banking institutions can be had anywhere in the Nation—from 
the smallest community to the larger metropolitan centers. As business tends 
to demand more credit and banking service, it is essential that banking institu- 
tions be able to meet these dynamic needs. 

The nature of the banking business requires that consideration be given to all 
factors relative to a merger. SS. 1062 would make explicit the authority over 
bank mergers and asset acquisitions of the Federal Deposit Insurance Corpora- 
tion, Comptroller of the Currency and Federal Reserve. We believe that S. 1062 
is designed to provide effective regulation of bank mergers by the agencies that 
must regulate other banking operations. We therefore support S. 1062 and urge 
favorable consideration of the bill. 


STATEMENT SUBMITTED ON BEHALF OF THE NATIONAL ASSOCIATION OF MUTUAL 
Savines BANKS BY CHAIRMAN Morris D. CRAWFORD, JR., OF THE COMMITTEE 
ON FEDERAL LEGISLATION 


Mr. Chairman and members of the committee, I appreciate the opportunity 
to present for the record the views of the National Association of Mutual Sav- 
ings Banks concerning the subject of pending bank merger legislative proposals. 
The national association favors enactment of S. 1062, 86th Congress, as passed 
by the Senate on May 14, 1959, if the Congress deems it in the public interest to 
enact Federal legislation on this topic. 

We adopt this position because we believe banks occupy a fiduciary or trust 
position involving methods of operation in the interest of their depositors and 
the public best known to banking supervisory authorities of the Federal Govern- 
ment rather than to other Federal officials. Banks are distinguishable from the 
usual business enterprise operated for profit. S. 1062 makes due allowance for 
the interest of the Attorney General of the United States in the antitrust field 
by requiring the pertinent Federal banking supervisory authority to request a 
report from him on the competitive factors involved in a proposed bank merger, 
consolidation, acquisition of assets, or assumption of liability to pay deposits, 
that relates to two banks insured by the Federal Deposit Insurance Corpora- 
tion, except in cases where immediate action is necessary to prevent probable 
failure of one of the merging banks. This procedure, together with the semi- 
annual report to the Congress required by the bill, affords the Attorney General 
adequate opportunity to study and comment fully for the record on the pro- 
posed merger from an antitrust standpoint and arms the appropriate Federal 
banking supervisory authority with background material for considering ad- 
visability of the proposed merger in the public interest from the standpoint of 
problems specifically applicable to banking. 

While mutual savings banks have been involved in comparatively few mergers, 
the national association believes as a matter of principle that results more 
beneficial to depositors and the public are apt to be obtained by vesting any 
ultimate decision on a Federal level in the banking supervisory authorities rather 
than in any other Federal official, where the question of any such merger, 
consolidation, acquisition or assumption is involved. 


(Whereupon, at 3:15 p.m. the committee adjourned.) 
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